ON JANUARY 15 5 1937 Sample rates listed below indicate the downward 


trend during the last decade. Quality of trans- 


Eigutr reductions in about ten years have sub- mission and speed of service have been markedly 


stantially cut the cost of Long Distance telephone improved in the same period. The average time 
service. required to establish a Long Dis- 


PHONE 
au ON 


The latest reduction in Long Distance rates tance connection was over five min- es 
5 


Ne 
became effective January 15. utes in 1926 — is less than a minute } 
5; S 


Many interstate rates, for calls of more than 42 and a half today. Ra 


miles, are reduced. These reduc- 


tions apply to all day and to many 
a HOW LONG DISTANCE RATES HAVE BEEN CUT 


night and all-day Sunday rates for AS THE RESULT OF 8 REDUCTIONS IN THE LAST 10 YEARS: 





such calls. : # 
~~ RATES FOR 3-MINUTE DAYTIME CALLS Station-to-Station Person-to-Person 


The reductions for the first paet: | 
January 15, | Jam. 15. | January 15,/ Jam. 15, | 


three minutes range from 5c to $1, 1926 1937 1926 | | | M7 


Cleveland _ Detroit $ .65 | % .50 $.80 | & .7O 
New York Washington 1.35 -B5 1.20 
It costs less now to do business Chicago — St. Louis 1.70 1.00 210 | 1.ss 
- Detroit Washington 2.50 1.30 3.10 | 1.75 

in distant cities—quickly, person- Philadelphia Asheville 3.15 1.55 399 | 2.05 
. ‘ : Buffalo Nashville 4.15 1.95 5.15 | 2.60 

ally. It’s easier for far-apart friends = Chicago Dallas 5.05 2.30 6.30 3.00 
. - Boston New Orleans 8.60 3.75 4.75 

to keep in close touch. -— Baltimore Salt Lake City 11.90 5.00 6.75 
New York San Francisco 16.50 6.50 83.75 











depending on distance. 











* Night and all-day Sunday rates are still lower. 
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Cre We Doflated. or Inflated? 


As we watch the flow of events 
from our editorial sanctum it occurs 
to us that these are interesting but 
very confusing times. Along comes 
the Brookings Institution with an 
estimate that the country is short 
of twenty-five or thirty billion dol- 
lars’ worth of durable goods, and to 
make up same we need to turn out 
such goods for the next five years 
at a rate more than 50 per cent 
above that of last year. Great stuff! 
We were all pepped up, and we 
hastened to prepare a summary of 
the Brookings findings which you 
will find starting on page 476. 
Before we get that good news to 
press up pops Mr. Percy Johnston, 
the able chairman of the Chemical 
Bank and Trust Company, with the 
statement that in many lines pro- 
duction now exceeds consumption, 
and with a warning that we had 
better remember the lesson of 1919, 
1920 and 1921 “when a similar pyra- 
miding of orders caused overproduc- 
tion, and the subsequent collapse 


of commodity and inventory prices 
resulted in heavy losses.” 

We need a lot more goods, say the 
Brookings people. We are in dan- 
ger of overproduction, says Mr. 
Johnston. And to make our con- 
fusion complete along comes Mr. 
J. F. Hughes, an observer whose 
opinions we respect, with a theory 
that the right time for the Govern- 
ment to put the brakes on expansion 
is when business activity has crossed 
“statistical normal,” which is right 
now. Otherwise he believes a long 
period of debt expansion will result 
in overexpansion of capital facilities. 

Maybe so. As for ourselves, we 
confess a disbelief that we have 
reached “statistical normal,” what- 
ever that might be. As we see it, 
normal in this country is a persist- 
ently rising per capita production of 
desirable goods and services—a trend 
broken only by temporary periods 
of depression or over-fast price in- 
flation, the latter usually a war or 
early post-war phenomenon. More- 


over, we doubt that the per capita 
economic activity of 1923-1925 was 
any more normal than that of 1913, 
or 1900 or 1885. 

In a world which is full of theories 
—but which has yet to learn a thou- 
sand-fold more about almost every- 
thing than it now knows for cer- 
tain—we hesitate to throw another 
theory into the pot, but here goes: 
We doubt that overproduction of 
goods or capital facilities was Public 
Enemy Ne. 1 in the last boom. We 
suspect that the big villain was ex- 
cessive use of credit in non-produc- 
tive purposes. The billians loaned 
by the banks on stocks and land 
raised prices but didn’t create one 
iota of real wealth. 

In terms of human needs, we are 
still deflated. The ideal credit con- 
trol of the next few years should be 
rather more qualitative than quanti- 
tative. Whether it will be is some- 
thing else again. The world has been 
tinkering with credit for centuries 
and still has plenty to learn about it. 
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_ THE WORLD MOVES 





N ONE GENERATION the rich man’s luxury 

. .. the automobile . . . has become every man’s 
necessity. It has given way to an entirely new 
kind of car ... not only far better than the old, 
but costing much less. Ten years ago the average 
price of cars per horsepower was $31.50. Today 
it is $7.80. 

Improved steel has been one of the biggest 
reasons for this epoch-making progress. United 
States Steel produces more than a thousand dif- 
ferent kinds of steel for use in automobiles. One 
kind gives you the springs on which cars float 
along. Another is “deep-drawn” nearly to a point 
in streamlined headlamps. A third produces pre- 
cise gears of almost diamond hardness. Parts 
made from special alloy steels are light enough 
for speed and economy, yet strong enough for 
the terrific strain of modern traffic service. Parts 
made of stainless steel gleam like silver; they do 
not rust. 

Is there still greater progress ahead? United 
States Steel believes so. Its workers and its lab- 
oratories are even now busy preparing for to- 
morrow’s cars just as they helped produce today’s. 


__ FORWARD WITH STEEL. . 


AMERICAN STEEL & WIRE COMPANY 
CANADIAN BRIDGE COMPANY, LTD, + CARNEGIE-ILLINOIS STEEL COR- 


AMERICAN BRIDGE COMPANY 
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FEDERAL SHIPBUILDING AND DRY DOCK COMPANY * NATIONAL TUBE 
COMPANY * OIL WELL SUPPLY COMPANY + SCULLY STEEL PRODUCTS 
COMPANY + TENNESSEE COAL, IRON & RAILROAD COMPANY + UNIVERSAL 
ATLAS CEMENT CoMPANY * United States Steel Corporation Subsidiaries 
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The Trend of Events 


MILITARISM BACKFIRES . . . The consequences of 
Japan’s ambitious militarism of recent years are now 
coming home to roost in the form of rising national debt, 
soaring domestic prices, foreign exchange difficulties and 
tising public unrest and resentment. In the current ses- 
sion of the Diet the present Government is going to 
have a difficult time explaining and justifying its costly 
policies, now under growing attack by political parties 
having the support of the public and of the bulk of 
Japanese business. 

It seems that the expensive aggression in Manchukuo 
has proved a grievous disappointment as regards eco- 
nomic benefits. The same was true years ago of the 
annexation of Korea. Apparently the way of the con- 
queror is not a smooth one. The more the Japanese 
army takes from China, the less the Japanese farmers 
and laborers seem to have. 

The explanation rests upon a simple economic reality. 
A nation, like an individual, has only so much income. 
The larger the proportion spent for non-productive 
armaments and foreign adventures, the less will there 
be for the people’s bread sud meat. Like the Japanese, 
the German people are fiuding out the bitter truth as 
their living standard is increasingly sacrificed for the 
sake of mounting armaments while Hitler berates the 
world for an economic mess largely of his own making. 

Unfortunately, the Nazi policy—unless reversed by 


belated fear of its consequences—can only lead ulti- 
mately either to internal collapse or external explosion 
in the form of aggressive war. Japan, not yet com- 
pletely Nazi-fied, is somewhat further from the brink 
but drifting dangerously toward it. It remains to be 
seen whether her militarists will temporize in an effort 
to appease hostile public sentiment or cast the die for a 
Fascist coup. We can take some comfort in the fact 
that the democratic nations are increasingly prosperous 
while most of the rest persist in making their own hard 
times still harder. 


TOWARD A HIGHER LIVING STANDARD ... We are 
evidently moving toward a greater centralization of 
power in the Federal Government than we have ever 
known before, whether that objective be attained by 
amendment of the Constitution or more “liberal” inter- 
pretation of the existing basic law—with or without 
Congressional tinkering with the Supreme Court. It 
can not be doubted that a considerable body of public 
opinion favors such change, especially among the low 
income groups. The most outspoken and coherent 
support comes from organized labor. 

The human aspirations underlying this agitation have 
one common theme—a yearning among our least fortu- 
nate citizens for a higher standard of living and a faith 
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that they can get it through action of a benevolent 
government. The wish has been publicly expressed by 
William Green, president of the American Federation 
of Labor in the assertion that every family should have 
a minimum income of at least $3,600 a year. We agree, 
and so will everyone, that that would be highly desirable. 

But how is such a goal to be achieved? It can not 
be had by fiat of government. It can not be had by 
waving a magic wand. Government as we have always 
known it is built essentially for regulatory action, not 
for creation; and whatever may be the need for more 
equitable distribution of present national income through 
the mechanics of government, the reality remains that 
the only way the American standard of living can be 
substantially raised is through a vast increase in the 
production of goods and services. 

The present national income is around $60,000,000,000. 
If it were divided with absolute equality—without spe- 
cial reward for superior ability—each family would 
have approximately $1,850 a year. For each to have 
the $3,600 suggested by Mr. Green would require equal 
division of a national income of $115,200,000,000, which 
would be nearly double present income and 45 per cent 
above that of 1929. 

It is not an impossible ultimate goal, but there is no 
short-cut and the great danger is that what at present 
appears to be a short-cut—via the road of higher prices 
and higher wages without proportionate increase in 
productivity—will prove to be a detour. It is not a 
doubled money income that our poor need but a doubled 
purchasing power. The only way to get it is to double 
present economic activity without increase in the cost 
of living. On any other approach, the hopes of the 
unfortunate—now being raised so high—are doomed to 
pathetic disappointment. Yet, given wise management 
—public and private—we should be able to move a 
considerable distance toward the objective during the 
next several years. 


ENVY OR CURIOSITY? .. . In a competitive economic 
system it would seem a reasonable assumption that the 
vast majority of individuals drawing salaries of $15,000 
or more are fairly entitled to what they get for superior 
ability. Why, then, has Congress seen fit to force pub- 
lication of all such salaries? Is it because an odium 
attaches to any remuneration above $15,000? Is it 
merely to gratify a kind of Peeping-Tom curiosity? 

We do not know the answers, but we are quite sure 
that this is a mischievous and unwarranted invasion of 
personal rights and that it serves no valid function. It 
is no more justified than was the famous “pink slip” 
publicity on income tax returns—a venture abandoned 
under a flood of public criticism. 

Since the names and amounts have been duly paraded 
to public view, however, it may be just as well to point 
out that the sums stated are before income taxes. For 
those residing in New York State combined Federal and 
State tax on a $15,000 salary is the tidy sum of $1,664 
or 11 per cent. On a $50,000 salary it is $12,419 or 24.8 


per cent. On a $100,000 salary it is $38,144 or more 
than 38 per cent. This is assuming only head-of-family 
exemption and is a rough approximation, accurate 
enough to demonstrate that large salaries are not as 
large as the gross figures suggest. 


CHANGED DIVIDEND POLICY... Investors accus. 
tomed to more or less “regular” dividends are going to 
have to adjust themselves to a new departure in corpo- 
rate dividend policy. Due to the undistributed earnings 
tax, which puts a heavy penalty on retention of profits, 
more and more companies are adopting the policy of 
declaring “interim” dividends, to be followed by a 
“final” dividend near the close of the year. This prac. 
tice has long been standard among British corporations, 

One of the largest of the companies now adopting the 
“interim” dividend method is E. I. du Pont de Nemours 
& Co. Quite apart from the tax, the du Pont manage- 
ment believes the old policy of “regulars” and occasional 
“extras” had two disadvantages. First, it somewhat 
constrained directors to maintain a uniform rate at 
times when finances or changed economic conditions 
warranted change. Second, “extras” were subject to 
some misinterpretation as suggesting distribution of 
unexpected or immoderate profits. If the new method 
is in the company’s interest, it follows that it is in the 
longer interest of shareholders. 


THE STABILIZATION FUND ... The mysterious ma- 
nipulation of a $2,000,000,000 Stabilization Fund by the 
Treasury naturally whets one’s curiesity. What battles 
of wits have been fought with slick foreign powers in de 
fense of the dollar? Did Uncle Sam outsmart ad- 
versaries and competitors or was he outsmarted? 

Secretary Morgenthau gave a few facts to Congress in 
secret the other day, in asking continuation of the Fund 
—a continuation since granted. Two of these facts 
have leaked out. Mr. Morgenthau is reported to have 
said that the Fund shows a $6,000,000 profit and that at 
no time was more than $200,000,000 or 10 per cent in 
use. Apparently it serves as a Big Stick—favorite 
weapon of an earlier Roosevelt—although little used. 

This, of course, is but a crumb of information. Was 
the $200,000,000 used to support the dollar or the 
pound? Was it used to support the Government bond 
market? Was it used to support the price of silver? 
We are not likely to be told. Secrecy in the manage- 
ment of $2,000,000,000 of public money is an anomoly 
in this democratic country but under present world 
monetary conditions is defensible. 


THE MARKET PROSPECT ... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 472. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, January 25, 1937. 
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BY CHARLES BENEDICT 


FATHER OR STEP-FATHER? 


[ FOR ONE, was deeply impressed with the tone of the 
President’s inaugural address—with his expression of 
deep sympathy and fatherly solicitude for the people 
as a Whole, especially those in want and poverty. He 
attacked only one class—big business—those whom he 
has long designated as “economic royalists.” 

As stockholders in big business. are we classed with 
this group? 

We, the investors of the country—for THe Macazinr 
oF WALL STREET represents the investor in Wall Street. 
not the Wall Street institutions—would like to know 
where we stand with the President. 

Are we going to be crushed in the battle between 
the President and those so-called “royalists”? 

So many of us have accumulated our surplus funds as 
a result of hard and unremitting work in our businesses. 
Our savings are frequently the result of sacrifices in an 
endeavor to plan for the education and future of our 
families, and for the time when we will no longer be 
able to be so active——and vet wish to maintain our 
standard of living and our 
position in the community 
in which we have estab- 
lished ourselves. 

We are not of the class 
that seeks governmental 
subsidies or paternalism. 
We like to stand on our 
own feet and build our own 
future. But neither do we 
wish to be oppressed. 

Being workers ourselves. 
we want labor to have a 
square deal. Also because 
we recognize that it is the 
spreading of wealth since 
the founding of the Re- 
public in 1776 that has 
made possible the great 
country we have today— 
we are for a broader dis- 
tribution of wealth—but 
with justice and with fair- 
ness to all. 

The number of “eco- 
nomic royalists” is infini- 
tesimal compared to the 
number of investors in the 
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“comfortable” class to which we belong. It is we who 
own big industry. It is we who employ labor through 
this ownership. Are we going to be crushed because the 
President is at war with a few strong minds? 

It is with a sense of outrage, therefore, that we hear 
Mr. Lewis demand that the President settle the strike 
his way, as a reward for his services against these so- 
called “economic royalists’—and for the assistance he 
vave during Election. This is the greatest piece of 
effrontery and impertinence that any citizen has ever 
offered the people of the United States. It indicates 
the contempt in which Mr. Lewis holds us all. It is a 
direct insult to the President. The idea that any 
organized group can demand that the President grant 
them favors at the expense of the rest of the people 
because they voted for him is not only shocking to 
our sense of decency. but constitutes a danger to the 
Republic. 

Thousands of investors voted for the President with no 
other thought than the belief in his great capacity.— 
which no one can gainsay. 

We, the investors of the 
United States, have beer 
silent long enough. We 
now want to protest 
against any trespass on our 
citizenship. We do not 
wish anyone,—and certain- 
ly not Mr. Lewis to be 
dictator of labor. He, least 
of all, is made of the stuff 
that would give either 
labor or the investor a 
square deal. We have had 
enough of labor leaders 
who ride in private cars 
and who, while living in 
luxury, collect the meagre 
dollars of the poor, who 
can ill-afford it, to be used 
for the purpose of inciting 
strikes to further their per- 
sonal ambitions. We do 
not want to be made to 
suffer the consequences of 
the feuds of politics, labor 
or industrial factions. 
(Please turn to page 532) 
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What’s Ahead for the Market? 


BY A. T. 


as past three weeks have seen persistent extension of 
the selective bull market, with 3,000,000-share days 
becoming commonplace. The substantial broadening 
‘of speculative demand is reflected not only in expanded 
trading volume but even more strikingly by the fact 
that whereas the Dow-Jones industrial average of 30 
leading issues at this writing has topped its November 
high by only 2 points or little more than 1 per cent, 
THe Macazine or WALL StrREEt’s com- 
posite average of 330 issues has bettered 
the peak of last November by some 12 
points or 11 per cent. 

As will be observed on the accom- 
panying chart, the January advance has 
been remarkably steep; in fact, steeper 
than that in any single month during 
1936 or 1935. Avid speculation in nu- 
merous low price equities naturally 
raises a question as to whether the char- 
acter of the demand is deteriorating. It 
no doubt has, but whether it has reached 
or is close to a danger point is by no 
means certain. 

As economic recovery broadens, more 
and more small or marginal companies 
begin to earn profits. With money still dirt cheap, 
despite a minor tightening in acceptances and rates for 
Treasury bills, and with many of the better grade stocks 
at relatively unattractive levels, both investment and 
speculative demand tends to filter down to securities 
of lower grade. We have seen this happen in specula- 
tive bonds and preferred stocks. It is now becoming 
increasingly pronounced in common stocks. 

This is not to say that “good leadership” has disap- 
peared, for at present we have simultaneously active 
speculation in many third grade stocks and continued 
demand for a fair percentage of high grade issues, not- 
ably among the heavy steels, electrical equipments, farm 
equipments and machinery makers. 

We have repeatedly emphasized the opinion that in 
investment policy the only prudent course is to ignore 
the possibility of reactions such as can come at any time 
either in correction of over-fast advance or in reflection 
of unexpected external developments. There is no 
change in this view. Where substantial profits are 
shown on investment holdings, the individual consider- 
ing the advisability of attempting to take profits and 
reinstate his position on a reaction must weigh not only 
the possible scope and time of such reaction but must 
also measure the possible advantage against his tax 
liability. It is a risk not worth taking. 
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MILLER 


On the contrary we would regard this as an oppor. 
tune time to dispose of investment holdings which have 
not come up to the expectations which led to their 
purchase, whether due to faulty judgment or change in 
the factors originally existing. We believe the prob- 


ability of intermediate reaction sometime in February 
or March is such as to justify retention of some 
cash, 


whether new funds or funds derived from 
liquidation of unpromising stocks— 
the latter to be considered as delayed 
switches. This concession to caution in 
investment policy after a period of con- 
centrated advance is, of course, a wholls 
different procedure from cashing profits 
in favorably situated equities in the hope 
of replacing holdings to advantage. 

In intermediate trading policy we be- 
lieve that the risk of missing a few more 
points in the immediate advance is 
worth taking in order that trading capi- 
tal will be available when reaction comes. 
Our reasons for favoring a conservative 
trading policy are partly internal and 
partly relate to external uncertainties. In 
many issues the technical position has 
been weakened by concentrated and extended advance. 
In most years strong speculative enthusiasm in January 
has met some reverse by late February or March. More- 
over, the market has now been advancing for nearly two 
years with only one intermediate reaction, that of last 
April. Unless all past speculative history is to be 
ignored, it would seem logical to proceed on the theory 
that the market will be even more irregular this year 
than during the past two years and that for the year 
as a whole average advance equal to that of either of 
the preceding two years is improbable. 

It may be that the factors making for equity appre- 
ciation are stronger than ever before, but on the whole 
we are reluctant just yet to laugh off the precedent of 
the third year “jinx” that every past bull market— 
including that of 1924-1929—encountered. 

Outside of the market we are not primarily concerned 
with the present disturbing labor situation, although it 
contains the seeds of possible serious set-back to busi- 
ness, but we do believe it the part of prudence to keep 
in mind the possibility that some move may at any time 
be made by the Roosevelt Administration to curb rising 
stock speculation. 

It has been made wholly clear that the Adminis- 
tration’s thoughts have turned from stimulation to 
control. A few months ago the market rise was the 
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More than three weeks of fast advance has weakened the 


stock market's technical position and it would be vulnerable 


to any bad news. 


Caution in trading operations is advised. 


There is no change in selectively bullish investment policy. 


subject of considerable agitation at Washington, even 
though it was not then, and is not now, based on any 
excessive use of bank credit. There was much talk of 
possible preventive action. Except for the steps taken 
to sterilize gold imports, no action was taken. It is, 
we believe, a logical assumption that nothing further 
was done because the market flattened out during the 
next six weeks, with a decline in volume. 

Now we see average volume rising again and a quick- 
ening of speculative tempo. We make no pretense of 
being able to forecast what the Administration may or 
will do, but if the concern so clearly indicated some 
weeks ago was not wholly meaningless, it would seem the 
part of trading prudence to allow for the possibility of 
repressive action before the present optimistic perform- 
ance whets the speculative appetite much further. 

What can the Government do? It could raise bank 
reserve requirements, which probably would have no 
great effect on speculation, especially since it has now 
been talked about for many weeks. It could scale down 
the capital gains tax, which would require some time to 
move through Congress but announcement of which, 
with Administration sponsorship, weuld no doubt pre- 
cipitate some profit taking in stocks. Again, the Reserve 
Board can at any time raise margins further. 


A 


We have stated before the conviction that the bul) 
market is founded on the combination of business recov- 
ery and Washington’s cheap money policy. In neither 
of these factors is any appreciable change likely as far 
ahead as we can now see. The Government does not 
wish to halt orderly economic recovery nor gradual 
restoration of property values. It will not adopt a de- 
flationary policy in money and credit control. There- 
fore, the underlying price trend will be maintained and 
it would even be quite possible to have a bull market 
on a wholly cash basis—but this is not to say that the 
Administration can not and will not apply curbs capable 
of producing a decidedly sobering effect upon the stock 
market at any time it feels such action is called for. 

We have a feeling that not much more of the per- 
formance of recent weeks would be required to induce 
repressive action of one form or another. The techni- 
cal position, after three weeks of fast advance, would 
be found vulnerable to any budget of bad news. The 
business position, though highly promising for the longer 
term, is not without elements of nearby danger, both in 
the labor situation and the prevalence of active forward 
stocking and commodity speculation in recent months 
Taking all factors into account we would for the present 
temper bullishness with more than a mite of caution 
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WASHINGTON SEES 


Labor peace a long way off. 


President’s 
rough sailing. 


reorganization plan _ facing 


Relief appropriations continuing at high 
level. 


Child labor regulation making headway. 
Certain New Dealers showing vindictive- 
ness. 

Legislation to control bondholder and re- 
organization committees on the way. 
Curbing of judicial power lurking in the 

offing. 





Pressure for settlement of auto strike unquestionably 
has come from White House sub rosa but C. I. O. unions 
are reluctant to budge an inch, even though strike was 
slightly premature and got out of hand. Hope to crush 
General Motors by stopping output while competitors 
take the business. Most neutrals think C. I. O. will not 
gain recognition as sole bargaining agency for G. M. C., 
but only for its own members alongside A. F. of L. union 
and independent employees’ alliance. This would be 
victory for G. M. C. but the process will cost much 
money, will take considerable time, and will not bring 
permanent labor peace. Moreover, while such an out- 
come will hamper, it will not stop, C. I. O. drive on steel 
and other industries. 

President’s position is a delicate one. If possible, he 
wants existing machinery rather than his personality or 
office to effect settlement. More important, he fears to 


take sides either in management vs. labor or in C. I. O. 
vs. A. F. of L. 


Reorganization troubles face Roosevelt from many 
quarters. Economy bloc in Congress insists on showing 
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of immediate and substantial savings from reorganiza- 
tion, while proposals of President’s (Brownlow) com- 
mittee promise only such economies as may eventually 
result from efficiency. Others oppose the enormous in- 
crease recommended in President’s power, both generally 
and in shifting bureaus among departments; also major 
changes in budget and accounting procedure. Big fight 
looms on placing independent regulatory commissions 
even half-way in executive departments. 

Congress will establish the two new departments 
asked—Social Welfare and Public Works—but may keep 
the say as to what bureaus go into them; will broaden 
civil service greatly but not raise high salaries nor aban- 
don all patronage; and will give the President more 
assistants. Other parts of the program are in doubt. 


Business interest in reorganization, generally speaking, 
is academic unless it lightens tax load. But individual 
business men dealing with gov’t will benefit by any- 
thing to reduce red tape, increase efficiency. Presi- 
dent’s plan calls for such gradual reshuffling and elimina- 
tion of bureaus that contacts with business would not be 
much disturbed. Of interest is constant parallel Brown- 
low report draws between its recommendations for 
administrative management and best business practice 
of large corporations. 


Business regulation by independent commissions 
(ICC, Federal Trade, Power, Communications, etc.) 
might suffer under Brownlow proposal to put their ad- 
ministrative functions under regular departments. Re- 
port says this would improve efficiency and economy and 
separate prosecuting and judicial functions without sacri- 
ficing independence of judgment, but critics are dubious. 
fear President and cabinet officers could and would in- 
fluence enforcement policies. 


Food and drug legislation this session predicted by all 
legislators. Senator Copeland’s revised bill comes nearest 
pleasing all interests than other current or old drafts. 
Federal Trade Commission loses nothing, gains nothing. 
and may delay passage by fighting for control of all 
advertising. 


Relief funds will be upped over President’s minimum 
figures. Strong pressure within and without Congress 


for continued free spending, and this will overcome the 


THE MAGAZINE OF WALL STREET 





less- 
tion 
trad 


Chi 
Cla: 
fron 
law: 
The 
goo 
acct 
tim 
mal 


but 
chil 


Vin 
the 
zea 
cor 
Fo! 
ves 
tor 
as 

wis 
anl 


er 


Ail 
big 
De 
ter 
wh 
sci 
De 


co 


Fe 


co 


all 
P: 
en 
re 


cu 


co 





nts 
ep 
len 


re 
bt. 


g, 
ia] 


3 
De 


oT 








less-strong desire for balanced budget. Also administra- 
tion does not want to curtail consumption and retail 
trade by drastic relief cuts. 


Child labor bills being introduced daily. Best bet is 
Clark-Connery bill providing that goods sold in a state 
from interstate commerce are subject to state child labor 
laws as though produced there. Probably will pass. 
Then one big state could close its markets to child-made 
goods and force other states to meet its standards, thus 
accomplishing object of child labor amendment in short 
time without bringing federal interference in_ local 
matters. 

Both have similar bill applying to all state labor laws, 
but adequacy of state police power to cover more than 
child labor is doubtful. 


Vindictiveness of New Dealers against any who oppose 
their plans is shown in efforts of public power ownership 
zealots to impeach federal judge who enjoined T V A 
construction. Also move of La- 
Follette civil (labor) liberties in- 
vestigation to smear General Mo- 
tors control, financing and policies 
as offset to strike deadlock. Like- 
wise exhibited in bitter, partisan 
annual report of National Labor 
Relations Board attacking employ- 
er policies generally. 


a 


Air safety measures promise to be 
big issue in Congress. Commerce 
Department hastens to circulate 
tentative draft of new regulations 
while group in Congress, hinting 
scandals, talk of investigating the 
Department and taking air traffic 
control away from it. 


Farmer organization in every 
county under auspices (control?) 
of Department of Agriculture is 
aim of certain high New Dealers. 
Partly to offset lobbying from pres- 
ent organizations considered un- 
representative pressure groups, 
partly to enforce “voluntary” crop 
curtailment program and assist in 
crop insurance, soil conservation. 
and other federal farm projects. 


Bondholder and reorganization 
committee control legislation will 
be recommended to Congress by 
S E C shortly, culminating three- 
year study. Investment trust reg- 
ulation may be proposed late an 
session but not in time for action 
this year. 


Reciprocal trade agreements pro- 
gram faces pro forma fight by Re- 
publicans, joined by some Demo- 
crats from agricultural states, but 
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TO PRUNE OR NOT TO PRUNE? 





administration will get its law continuing authority to 
negotiate such treaties without Senate ratification. Only 
concession will be requirement for more publicity during 
negotiation, which State Department is now ready to 
grant. 


Walsh-Healey act revision to plug loopholes will be 
asked by Labor Department. Miss Perkins wants pres- 
ent $10,000 exemption reduced to $2,000. But her sub- 
ordinates who administer it say privately that the job 
of policing so many small contracts would far outweigh 
benefits to labor which might be obtained. They think 
$5,000 limit about right, and this figure may be accepted 
by Congress. 


Auto traffic regulation by federal law, long considered a 
remote possibility, now takes shape in several bills before 
Congress. These would prevent any person driving car 
in interstate commerce not having driver’s license of type 
specified. Since only 21 states (Please turn to page 528) 
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Orders for 30 Billion Dollars 


a 





Worth 


Ar the end of 1936, despite sub- 
stantial economic recovery, the ac- 
mulated deficiency in durable 
goods amounted to between $25,- 
00,000,000 and $30,000,000,000. 

To make up this shortage and 
provide our people with goods 
equal, on a per capita basis, to 
those provided in the late twenties 
would require average annual out- 
put of approximately $33,000,000,- 
000 of durable goods over the next 
five years, an annual total some 57 
per cent larger than actual 1936 
production, amounting to approzi- 
mately $21,000,000,000. 

These conclusions, of vital interest to every business 
man and investor, are contained in Chapter VIII of a 
book entitled “The Recovery Problem in the United 
States,” just issued by The Brookings Institution, an 
endowed organization whose work in objective economic 
research has come to possess a repute somewhat an- 
alagous to that of the Rockefeller Institute in medicine 
or the Russell Sage Foundation in sociology. The data 
and opinions made public in this exhaustive study were 
assembled by a group of distinguished experts, with the 
participation and general supervision of Harold G. 
Moulton, president of The Brookings Institution. 

At a time when some business indexes purport to 
show a level of economic activity approaching that of 
1929, when there is clamor for an arbitrary shortening 
of the work week as a “solution” of our recovery prob- 
lem, and when the Roosevelt Administration is evidenc- 
ing some fear of an incipient “over-production,” this 
realistic appraisal of our actual economic situation— 
showing the need of a greatly expanded production for 
some years to come—is of profound and arresting sig- 
nificance. 

At a time when some of the objectives of organized 
labor and some of the policies of government lean 
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of Goods? 


toward repression of production 
and reflect an essentially defeatist 
belief that our primary need is a 
more equitable distribution of 
present production—whereas, how- 
ever real this need, it is secondary 
to the need for more production— 
this citation of our enormous po- 
tentialities for sound economic ex- 
pansion comes like an invigorating 
blast of fresh air. 

“The backlog of requirements in 
the field of durable goods is so 
great,’ these investigators hold, 
“that we do not need to wait upon 
the development of any new in- 
dustries to lead the way forward. The mere process 
of making good deferred maintenance and expanding 
production sufficiently to provide an increase popula- 
tion with the usual types of consumption goods would 
tax the nation’s productive energies for some years. 
The opportunity for a great expansion along clearly de- 
fined, established lines has never been greater than it is 
today.” 

This brief article will make no attempt to review, as 
a whole, a monumental book which deals with every 
pertinent aspect of our present economic position and 
its potentialities. The volume itself merits the attention 
of readers of this magazine, and it would not be possible 
in any limited space to summarize adequately its data 
and conclusions. Our purpose here is to summarize 
merely that portion of the study which so strikingly 
reveals the need of and opportunity for a vast increase 
in industrial production. 

Let us begin with the assertion that, with allowance 
for growth of population and normal progress, the 1936 
output of goods and services appears to be 25-30 per 
cent below that of 1929. Of this indicated deficiency, 
the greater portion by far centers in durable goods, the 
output of which—for reasons well known to our read- 
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ers—declined much more in depression than did pro- 
duction of consumption goods. 

For the purposes of the survey, durable goods are 
defined as goods having a normal useful life in excess of 
three years. They include buildings of all kinds, pro- 
ducers’ plant and equipment, public works, and con- 
sumers’ goods such as automobiles, refrigerators, wash- 
ing machines, radios, oil burners, furniture, etc. The 
common characteristic of capital goods and of durable 
consumers’ goods is postponability of demand. Be- 
cause demand for such goods was deferred in the de- 
pression years—unlike, for example, the demand for 
food—a tremendous accumulated deficiency was estab- 
lished. 

In the order named, we will herewith review the sur- 
vey’s findings as to existing deficiencies and the mini- 
mum needs for the next five years in residential con- 
struction, passenger automobiles, other consumers’ dur- 
able goods, maintenance of steam railroads, public utili- 
ties, industrial enterprises, agriculture, and public and 
semi-public construction. 

Because of the long life of houses, readjustments in 
factors of supply and demand require a long time to 
work themselves out, and there is some evidence of the 
existence of a typical building cycle of from fifteen to 
twenty years’ duration. The peak of residential con- 
struction was reached in 1925 with approximately 900,- 
00 units. By 1929 this was reduced by one-half and in 
1934—the low year—only 60,000 units were built or less 
than 7 per cent of the 1925 total. The doubling up of 
families, postponed marriages and a shift of urban popu- 
lation to farms caused vacancies to rise, at the bottom 
of the depression, to a total of some 8 per cent of all 
urban dwelling units. The first two of these factors are 
clearly temporary and, as to the third, a return flow 
from farm to city has already begun to become 
increasingly more apparent daily. 

The housing needs of the next five years, as pro- 
jected in this study, depend on (1) the present accumu- 
lated deficiency resulting from population growth and 


restricted construction during the past seven years: (2) 
the increase in number of families to be expected over 
the next five years; and (3) the rate of demolition of 
present houses. On a conservative basis, the accumu- 
lated deficiency, 1930-1936, is placed at 2,000,000 hous- 
ing units; the increase in urban families, 1937-1941, is 
estimated as requiring 2,000,000 units; and allowance of 
500,000 units is made for demolished housing to be re- 
placed during 1937-1941. 

If spread equally over the five-year period the total 
number of units required would be approximately 900,- 
000 a year, representing a value at current prices of 
over $4,000,000,000 a year. Repairs on the housing 
inventory as a whole would increase this annual total 
to about $5,000,000,000. The figures relate only to non- 
farm residential building. No allowance is made for 
possible wholesale destruction of old houses, either as a 
result of social slum-clearance programs or because of 
new developments in housing construction which would 
provide better accommodations at considerably reduced 
costs. 

The average annual requirements of 900,000 housing 
units for the next five years compares with an actua) 
average of 750,000 during the five years 1925-1929 and 
with an average of only 160,000 during the past seven 
years. To give this country by 1941 housing facilities 
equal, on a per capita basis, to those of 1929 would re- 
quire an average annual construction about 20 per cent 
greater than during 1925-1929 and three times as great 
as actual residential construction last year. This, of 
course, is not a prophesy of the actual volume of res)- 
dential building that will be undertaken. It is an esti- 
mate of minimum human needs and, therefore, of poten- 
tialities. 

Next we turn to passenger automobiles. No doubt 
the motor industry is approaching economy maturity. 
with its line of long-term growth already flattened out 
Nevertheless, the estimates of the Brookings Institution 
indicate potential volume for the next five years some- 
what above that of the prosperous 1925-1929 period, ip 








= — & 
; 
| 


ae 1925-29 
AVERAGE 
$30,630,000,000 


15| 








« oom - — ‘ ici ienpbnanintediienee 
ify | io | 1933 

it eg é ; 

Pr | $12,940,000,000] f 








JANUARY 30, 1937 


. DURABLE GOODS OUTPUT |.......| = 


(IN BILLIONS OF DOLLARS) f 











AVERAGE NEED 
1937-4] 25 
$33,000,000,000 = 


‘ 








1936 
$21,000,000,000 




















477 





pooseasii > 


ete 








Nesmith 


terms of units. Purchase and repair of automobiles 
during 1925-1929 amounted to roughly $4,000,000,000 
a vear. 

The number of cars in use is comparable to that of 
1929, but the big difference is a qualitative one. Be- 
cause of the rapid expansion in purchase of cars in the 
five years prior to 1930, entering the depression the car 
inventory was overweighted with young units and con- 
tained an exceptionally large volume of unconsumed 
mileage. It is estimated that unconsumed mileage in the 
total car inventory fell from 1,067 billions of 
miles at the end of 1929 to 671 billions at the 
end of 1934. Indeed, 1936 was the first year 
since 1929 in which there was any expansion 
of unconsumed mileage in the inventory. 

The present passenger car inventory is thus 
overweighted with old units. As compared 
with the end of 1929, the number of cars less 
than three years of age is smaller by 2,000,000, 
while those under four years old are smaller 
by nearly 4,000,000. Millions of people are 
driving cars older than they were accustomed, 
in good times, to trade in for new cars; and 
the same applies to used cars. 

“This qualitative deficiency of the present 
inventory in relation to the prosperity stand- 
ards of the car-using public is certain to take 
the form of released demand with improvement 
in economic conditions,” the analysis asserts. 
“It should be added in this connection that 
the large number of old cars in the present 
stock indicates exceptionally heavy scrappage 
in the near future, a factor that will convert 
a qualitative deficiency into a ¢ :antitative one.” 

Moreover, the number of © +s in use has not 
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increased since 1929 in proportion to population growth, 
suggesting potentiality for considerable expansion even 
if the ratio of cars to family population remained un- 
changed. That ratio, however, was expanding before 
the depression, and it is possible that return of pros- 
perity and normal employment may bring considerably 
higher ratios than prevailed in the late twenties. 

The total requirement of passenger cars for the next 
five years is computed at roughly 20,000,000 or an aver- 
age annually of 4,000,000 units. This compares with 
average annual domestic sales of about 3,400,000 in 
the 1925-1929 period and on the basis of present aver- 
age price would represent annual average expenditure 
of approximately $3,000,000,000. 

Other consumers’ durable goods, such as furniture, 
refrigerators, vacuum cleaners, washing machines, iron- 
ers, radios and mechanical household equipment gen- 
erally, are estimated to have had a total average annual 
volume in excess of $5,000,000,000 during the late twen- 
ties. Some of these goods, such as mechanical refrigera- 
tors, are either new or have but recently been made 
available to a mass market and now enjoy record high 
volume. 

Nevertheless in this broad classification of “all other 
consumers’ durable goods” the bulk of the demand is 
of a replacement nature. The life of such products is 
not long and most are subject to rapid obsolescence 
either from mechanical improvements or style changes 
or both. Although statistical data in this field is far 
from complete, it appears certain that some quantitative 
deficiency exists, while an accumulation of qualitative 
deficiency is subject to even less doubt. As was true 
of automobiles, the inventory of some of these goods 
at the start of the depression was overweighted with 
“young” articles, due to exceptional demand in the 
1925-1929 period. Conversely, especially as regards fur- 
niture, radios and other longer established articles, the 
present inventory is overweighted with old and obso- 
lescent goods. (Please turn to page 524) 





Courtesy Westinghouse Electric & Mfg. Co. 
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The Ghost of NRA Stalks Again 


—_ will be no return of 
N R A. There will be nothing 
that will be called N R A or 
designated as a substitute for it; 
but the N R A of 1933-34 will be 
a pale ghost of the unassembled 
N R A which we will get out of 
the vast legislative incubations now 
on the way. 

The Secretary of Labor says the 
government must lead, that it 
would be in the right direction to 
have voluntary agreements on 
shorter hours and minimum fair 
wages within industries and pos- 
sibly between industries, but she is 
skeptical of arrival at such a goal 
without legislative compulsion. She 
declares in her annual report that 
minimum standards and working 
conditions, compulsory insurance, 
and so forth, may be had volun- 
tarily, but that more desirable 
standards may be attained only by 
legislation. 

Senator O’Mahoney of Wyoming 
is leading a charge to attain Fed- 
eral regulation of interstate busi- 
ness by means of a law licensing 
state corporations engaged in such 
business. Senator Borah has a bill 
facing in tl + same direction but 
with a diffe .t approach. Major 
George L. Berry of the Council for 
Industrial Progress, which is a pet 
device of the President’s, has a 
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Maximum Employment 
at High Rates Essential 
says GEORGE L. BERRY 


(Cc 4 tor for Industrial C: p H ) 





The Nation's productive facilities can 
not be fully utilized unless we have the col- 
lective power to consume what we can 
collectively produce. Only thus can we 
attain a high standard of living and a 
stable economy. The wage earner and the 
farmer constitute the market for indus- 
try's product. They can not buy unless 
they earn. Maximum employment at high 
rates of compensation is. the fly wheel of 
progress. That is the objective for which 
all must work. But how? 

Remove hours of work, wages and child 
labor from competition. Restrain the em- 
ployer who would exploit the employee to 
gain an unfair competitive advantage. Re- 
strain the man who would exploit his com- 
petitors by resort to unconscionable and 
destructive methods of competition. 

Industry generally has failed in its at- 
tempts voluntarily to restrain itself. The 
Government must do the restraining, but 
through the courts, as a matter of law en- 
forcement. Plenary power to regulate must 
not again be vested in a Governmental 
administrative agency or in any group, 
however selected, in an industry. 





and minimum wages in industry, 
abolition of child labor and preven- 
tion of unfair methods of competi- 
tion. 

It is proposed not only to defend 
small enterprises but to encourage 
and help them. One of the bills 
proposes Federal insurance of loans 
by banks and other private lending 
institutions to small enterprises. 
The permanent economic commis- 
sion purposes to spare small indus- 
tries from the evils of their own 
inter-competition. At the same 
time however, that it “stabilizes 
employment” it aims to prevent 
little business from falling into 
stagnation and another depression. 

Major Berry and his friends are 
going to make it exceedingly diffi- 
cult for “competitive practices” to 
sweat labor in general, employ chil- 
dren, and destroy generally the 
rule of the tooth and claw in in- 
dustrial jungles. 

No single new administrative 
body is to be created, but the Fed- 
eral Trade Commission, enlarged to 
nine members, with equal repre- 
sentation of the public, manage- 
ment and labor, will generally di- 
rect the new order. 

Major Berry’s general objective 
is to make all industry well-be- 
haved and at the same time most 
successfully acquisitive. He seems 





program which many observers think will, in the end, 
come close to representing the conglomerate legislation 
now in prospect. The Industrial Conference drafted its 
program in March, 1936, and recently, Major Berry has 
emphasized these three objectives of the joint “manage- 
ment-labor” Council for Industrial Progress: 

1. Federal aid to small business enterprises. 

2. A permanent economic advisory commission— 
which is where the economic planning comes in. 

3. Establishment by law of maximum hours of work 
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to have a good deal of respect for the state laws and 
under his plans any legislation will not get very far 
that invites a clash with the Supreme Court. 

Donald Richberg is back in the public forum again 
with proposals for advancing toward the millenium by 
means of amending the anti-trust laws. Major Berry 
is in favor of modifying the anti-trust laws to the end 
that “co-operative action among competitors to eliminate 
unfair practices will not be in jeopardy from statutes.” 
There is no purpose in**he (Please turn to page 522) 
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COLORADO FUEL & 


IRON CO. 





Reorganized — 


Rejuvenated 


BY WARD GATES 


| 

jo Colorado Fuel & Iron Company, founded more 
than half a century ago to serve the sparsely settled but 
fast-growing West, is now the biggest steel enterprise 
west of Chicago and the third largest producer of rails. 
The trains of the West, from the grimy monstrosities 
of fifty years ago to the slick flyers of today, have rolled 
over countless thousands of 
miles of “C. F. & I.” rails. The 
“C. F. & I.” fencing woven, 
over the same decades, for the 
Western cattlemen and farm- 
ers would girdle the earth six 
times. 

All of this sounds impres- 
sive, but to get the picture 
straight it must be noted that 
it amounts to saying Colorado 
fuel & Iron is a big frog in a 
celatively small pond. Steel 
production west of Chicago is 
a small percentage of the na- 
“ional total. The sum spent in 
a single year for improvement 
of facilities by any one of sev- 
eral steel giants will exceed the 
total “C. F. & I.” assets. 

Yet there are some distinct 
advantages in being the big 
frog in your own modest pond. 
Moreover, sheer size carries no 
assurance of profits and from 
the point of view of the individual shareholder or po- 
tential buyer the question whether a company’s total 
income is $1,000,000 or $10,000,000 is of largely aca- 
demic interest. Net income per share is what chiefly 
determines the market valuation of any equity and the 
dividends, if any, that are likely to be paid upon it. 

Thus, while Colorado Fuel & Iron is no giant, as steel 
companies go, its capitalization is commensurately mod- 
est. The trend of volume is in its favor. Its funded 
debt and fixed charges have been drastically reduced by 
a thorough reorganization. It is currently showing sub- 
stantial earning power and its earnings per share are 
appraised in the stock market at a more reasonable ratio 
than is true of the majority of steel equities. In short, 
reorganized and revitalized, its potentialities appear 
such as to merit speculative consideration. 
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Two things determine the location of a successful stee; 
enterprise—proximity of raw materials and proximity of 
markets. The ideal set-up would be deposits of iron ore, 
coal and limestone and fabricating steel mills all next 
door to the biggest market. 
not exist. 


The absolute ideal does 
The Birmingham steel district would be the 
greatest in the country, due to 
the highly favorable proximity 
of ore, coal and limestone—if 
the industrial activity of the 
Middle West and Middle At- 
lantic States happened to be 
concentrated in Alabama. 
Georgia and Tennessee. 

On the side of raw materials 
Colorado Fuel & Iron is like 
wise in a strong position. It 
owns extensive iron ore, coal 
and limestone properties in 
Colorado in economic proxi- 
mity to its steel mill near 
Pueblo and additional similar 
sources of raw materials in 
Wyoming and New Mexico. 

Obviously, however, its mar- 
kets are not to be compared 
to those of the big eastern steel 
companies, either as to size or 
diversification. Its natural 
market, in which it has an ad- 
vantage of proximity and 
therefore in transportation costs—very important ip 
heavy steel products—lies generally west of Missouri 
and East of California. Its territory embraces Colorado. 
Wyoming, Montana, the Dakotas, Utah, Kansas, New 
Mexico, Oklahoma and North Texas. 

That region accounts for less than 6 per cent of the 
total industrial activity of the country and the character 
of its economy accounts very largely for the character 
of “C. F. & I.” products. Rails normally make up from 
50 to 70 per cent of total volume. In terms of capacity. 
rails account for 37 per cent; wire products 36 per cent; 
tin plate and bar strips for 12 per cent; merchant and 
concrete bars, 8 per cent; light and heavy structural 
steels 4 per cent; miscellaneous steels, 3 per cent. 

In recent years the outstanding development in steel 
has been the dynamic growth in demand for steel sheets. 
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so largely used in manufacture of automobiles and other 
consumers’ durable goods. Heavy steel companies such 
as Bethlehem and United States Steel have largely cen- 
tered their recent capital expenditures in additional fa- 
cilities for sheets and other steels going largely into con- 
sumer goods. 

This is not for Colorado Fuel & Iron, although it has 
launched an extensive modernization program and will 
at least to a moderate extent increase its diversification. 
There is no point in making sheets in Colorado when 
the markets lie chiefly in the Middle West and East. 
For an indefinite time, if not permanently, the backbone 
of the “C. F. & I.” business will be rails, followed by wire 
products and other items as listed above. 

The railroads of this country, of course, are built and 
rails are subject to replacement demand almost exclu- 
sively. Nor is there apparent prospect of dynamic 
growth in demand for steels used in mining, in construc- 
tion, on the farms and in such industrial markets as exist 
in the “C. F. & I.” territory. This amounts to saying 
that the company is inherently a “Prince and Pauper” 
enterprise, but in varying degrees the same has always 
been true of most all steel companies and probably al- 
ways will be true. It is a characteristic that precludes 
ranking any steel stock as an investment, but by the 
same token it enhances the speculative potentialities. 
The question is not whether to buy “C. F. 
& I.” stock, put it away in your box and 
forget it—that would be very foolish pol- 
icy with respect to all steel stocks and, in 
fact, to almost any kind of equity—but 
whether there is reasonable prospect of 
substantial appreciation for the buyer 
shrewd enough to sell out somewhere along 
the recovery road when things are looking 
very, very good. 

Bearing upon that question, the primary 
fact is that the depression cycle in demand 
for rails has definitely turned but recovery 
still appears to have some distance to go. 
The 1936 output of rails is estimated at 
approximately 1,202,000 tons or nearly 
three times that of 1932, which was the low 
year, and comparing with 711,537 tons in 
1935. What is the normal market for rails? 
No absolute answer is possible, but the 
average annual volume during the eight 
years 1922-1929 was 2,719,000 tons. That 
did not represent any speculative excess, 
for if we eliminate the years 1927-1929 
we find average annual volume for the five 
years 1922-1926 was 2,703,000 tons. Then, 
as now, it was preponderantly replacement 
demand. 

Taking full account of such perma- 
nent diversion of traffic to other forms of 
transport as may have occurred, and with- 
out making any allowance for accumulated 

deficiency, it would seem a reasonable as- 
sumption that there is normal replacement 
need for at least 2,000,000 tons of rails a 
year or approximately 66 per cent more 
than the volume for the vear 1936. 
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The price of rails is standard. Therefore virtually 
the only competitive advantage any rail mill has, as- 
suming identical quality of product, lies in geographical 
location. Colorado Fuel & Iron numbers among its rail 
customers such roads as Atchison, Southern Pacific, 
Western Pacific, Texas & Pacific, Missouri Pacific, 
Burlington, International Great Northern, Rock Island 
and various others. Over much of the territory of these 
and other western railroads “C. F. & I.” rails have the 
inherent advantage of lowest delivered cost. 

Thus when the western carriers are buying rails, Colo- 
rado Fuel & Iron makes money—not only out of rails 
but also its other steels, for the same economic condi- 
tions that lead railroads to increase their purchases 
swell the demand for all kinds of steel. As the above 
partial list indicates, some of the finest and strongest 
railroads in the country traverse “C. F. & I.” territory. 
Throughout much of that territory current gains in 
business activity are above the national average. 

Heavy rail orders recently placed with “C. #. -& I.” 
include 99,408 tons from the Atchison, 15,000 tons from 
the Burlington and 11,000 tons from Missouri Pacific. 
From present indications it is probable that the com- 
pany will roll more than $12,000,000 worth of rails this 
year. Most of the present backlog of orders, of course, 
was booked prior to December 1 at the old rail price of 


Photos illustrating this article used by courtesy of Colorado Fuel & Iron Co. 


“River of Iron":—The furnace is "tapped" and the stream of white hot 
molten metal flows slowly down through a sand trough into huge ladles 
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$36.375. While advancing costs, notably in labor, will 
tend on the one hand to restrict the profit margin on 
this business, there is an opposite tendency toward re- 
duced unit costs made possible by engagement of a 
larger percentage of rail-making capacity. 

Additional rail business booked this year will be at 
the new price of $39 per ton and will show a better profit 
margin than obtains on current production. Ultimate- 
ly, if the present general rising trend of prices con- 
tinues, the rail makers no doubt can re-establish the 
price of $43 per ton which prevailed for many years. 

Meanwhile, at least for the next few months, it may 
very well be that incoming orders will fall substantially 
under those brought in late in 1936 by anticipation of 
the higher price. Temporarily also, uncertainty as to 
the trend of railroad legislation in Congress and the out- 
come of pending wage demands may tend to hold down 
further rail buying. Thus far the recovery in rail buying 
has been somewhat erratic. For example, volume in 
1935 was substantially less than that in 1934—711,537 
tons against 1,010,224 tons. It would be possible for the 
recent buying spurt to be followed by another “off” 
year, but this will depend upon the year’s course of 
business activity and traffic and to a lesser extent upon 
legislative developments. 

Whatever the present uncertainties as to additional 
rail orders, the fact remains that the underlying trend is 
favorable, the company is assured of a profitable rail 
volume on the basis of orders already on hand and the 
reduction of fixed charges effected in last year’s reor- 
ganization has been of such magnitude as to increase 
substantially net income derived from any volume above 
the “break even” point. 

The reorganization was made necessary by the com- 
pany’s inability to meet charges on the former funded 
debt of approximately $32,000,000, under the terrific 
impact of the worst depression of modern times. Pre- 
vious to the depression “C. F. & I.” had covered all 
charges by a liberal margin and had shown substantial, 
though widely fluctuating, earnings on its old common 
stock. For the period 1925-1929 earnings on the com- 
mon ranged from a low of $2.50 to a high of $7.60 and 
averaged about $5.65. 
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The old capitalization consisted of $32,100,000 funded 
debt, 20,000 shares of $8 cumulative preferred stock of 
$100 par value and 340,000 shares of common. In the 
reorganization preferred and common shareholders were 
virtually wiped out, but did receive warrants entitling 
them to purchase a total of 315,379 shares of the new 
common at a price of $35 per share at any time up to 
and including Febuary 1, 1950. Bondholders, in return 
for a large scale down of the debt, were given 552,600 
shares of new common. The resulting capitalization 
thus became $15,536,200 in funded debt—or less than 
half of former debt—and 552,600 shares of capital stock, 
which is subject to eventual increase by 315,379 shares 
when and as warrants are exercised. 

Of the present debt of $15,536,200, the greater part, 
or $11,000,000, consists of 5 per cent income-mortgage 
bonds on which interest will be paid only to the extent 
earned and at the discretion of directors up to March 1, 
1938. Earned interest during this period will be cumu- 
lative and after April 1, 1938, total rate of 5 per cent 
will be cumulative and must be paid unless such pay- 
ment would reduce current assets below $5,000,000. 

Formerly fixed charges were approximately $1,600,- 
000. At present they amount to $224,000 fixed charges 
and $553,000 contingent charges, a total of $777,000 or 
less than half former figure. The difference amounts to 
more than $1.40 per share on present capital stock out- 
standing. Exercise of outstanding warrants will not 
dilute the equity but further improve financial position 
because it is provided that funds so obtained will be 
used to retire the income 5’s. 

It is worth noting that depreciation policy appears 
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Before and After Reorganization 


Old Company Present Company 


Funded Debt... $32,100,000 $15,536,200 

$8 Preferred Stock . 20,000 shares —S—ix... ses 

Common Stock... .. 340,000 shares 552,600 shares 

Warrants to buy Common................-.0 scene ee 315,379 

Fixed charges....... : $1,600,000 $224,000 
antic eheis $553,000 


Contingent charges 
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yltra-conservative. Property account 
is now carried at only approximately 
$35,200,000—a figure arrived at by two 
independent appraisals incident to the 
reorganization —as compared with 
about $61,000,000 in 1929. Yet depre- 
ciation is being charged at about the 
game annual rate as in 1929 when it 
vas $2,130,000. The latter figure was 
about 3.50 per cent on 1929 property 
account but 6 per cent on present 
property account. If depreciation were 
being applied at the pre-depression 
rate, balance for the common stock 
vould be substantially higher than is 
now being reported. 

Even so earnings on the stock for 
the third quarter of last year were 61 
cents and for the first nine months, on 
the basis of present capitalization, were 
92.78 cents. It is understood that the 
final quarter contributed little to prof- 
its, due to temporary closing of the 
rail mill, which started again on Jan- 
vary 4. On the whole, it appears a 
rasonable estimate that the com- 
pany’s current earning power is at a 
rate between $3.50 and $4 a year and 
that potential earning power—given 
virtually capacity operation—would be 
close to $6 a year. 

The stock is in limited market sup- 
ply, and hence subject to volatile fluc- 
tuation. The biggest stockholder is 
Rockefeller Center, Inc., which as of 
October 31, 1936, held 277,140 shares 
or 50.14 per cent. As this large hold- 
ing implies, “C. F. & I.” is and long 
has been a “Rockefeller enterprise.” 
As of the same date J. & W. Seligman 
& Co., reorganization managers, had 
21,131 shares of stock registered in 
their names. Among warrant holders 
the firm of Jessup & Lamont held 24,- 
847 or 13.16 per cent of total, Butler, 
Herrick & Marshall held 22,050 or 11.85 per cent and 
Bertram Cutler, a director, held 19,089 of 10.26 per cent. 

In its physicial set-up a strong advantage is the fact 
that the rolling and finishing facilities of the 600-acre 
plant at Minnequa, near Pueblo, are well balanced with 
the ingot capacity of about 890,000 gross tons a year. 
On the other hand, some of the facilities have become 
obsolete, and a comprehensive modernization and bet- 
terment program provided for in the reorganization will 
stand the company in good stead. About $1,500,000 
will be used to improve the Minnequa steel plant, in- 
crease product diversification and provide expanded and 
much needed warehouse facilities. Another $1,000,000 
will be used on improvements at various mines in Colo- 
tado and New Mexico and on preliminary development 
of new and valuable ore bodies recently discovered at 
the “C. F. & I.” mine near Sunrise, Wyoming. 

“Business development of the vast area of which Den- 
ver is the trade center will require more steel in the 
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Fence wire, woven at Minnequa, Col., plant, is second to rails in "C. F. & 1." 
operations. Other products include track accessories, merchant bars and shapes, 
reinforcing bars, grinding rods, mine fittings, water and gas pipe, spikes, bolts, 
rivets, nails, coal, coke, creosote, benzol, crude tar, motor fuel, sulphate of 


ammonia, etc. 


early future,” states Arthur Rueder, president, “and we 
want to be prepared to meet the demand. The outlook 
for our territory is very good. We are investing this 
money in the belief it will be better.” 

Although no break-down is given, coal and coke op- 
erations are an important source of income. In 1925, 
last year in which segregated figures were published, the 
fuel department accounted for 32 per cent of gross. 

Working capital position of the company is comfort- 
able, most recent balance sheet showing current assets 
of approximately $12,400,000—including $5,500,000 cash 
—and current liabilities of only $3,200,000. 

Selling currently around $46 per share, the stock is 
appraised at 12 to 13 times estimated current earning 
power and less than 10 times potential earning power 
under the maximum volume that full recovery in steel 
demand would provide. Around such quotation it 
would appear that considerable speculative merit at- 
taches to the equity. 
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Mexico Goes Left 


More Than $600,000,000 of American Invest- 


ments Are Threatened by Rising Radicalism 


BY CHESTER LLOYD JONES 


le arrival of Trotsky 
in Mexico, interpreted in 
such divergent fashion by 
outside observers, has cre- 
ated within the republic 
division of opinion on un- 
expected lines. The posi- 
tions taken by various 
groups emphasize the con- 
tinued and _ accelerating 
shift to the left in national 
politics. 

“Communism” is still a 
word which all but a very 
small group refuse to al- 
low to be applied to them- 
selves. It is a term used by 
all but one of the parties 
in Mexico to discredit 
their rivals. The govern- 
ment and the National 
Revolutionary Party— 
practically the only organ- 
ized political group in the 
country—continue to as- 
sert their social point of view and their general social- 
istic leanings. They speak of their program for giving 
lands to the Indians as one resting on a semi-communal 
basis but insist that it is not a step toward communism. 
President Cardenas declares that there is no intent to 
destroy capitalistic society nor any desire to eliminate 
the foreigner and his capital—indeed there is still work 
for new foreign money in Mexico and its entry will be 
encouraged. The organ of the most influential labor 
group declares its position to be similar. Though sup- 
porting moves increasingly radical, it insists that the 
Mexican program is one to perfect the capitalistic sys- 
tem, not to upset it. The first aim must be a “classless 
society” but that is an ambition not yet on the horizon. 

Trotsky’s coming does not fail to bring embarrass- 
ment to the major divisions of Mexican radicalism. 
The C.T.M., now the most militant and largest of the 
labor organizations, protested strongly against his com- 
ing. Its objections at times charged him with being in 
league with fascist groups. Other announcements de- 


Wide World Photo 
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Leon Trotsky and his wife are welcomed to Mexico by Frida 
Rivera and Max Shactman, U. S. Communist Committee head 


clared his entry into the 
national territory would 
give support in Mexico 
and elsewhere to the belief 
that the republic was turn- 
ing communist and thus 
indirectly give support to 
fascist propaganda . 

The government also 
has not been altogether 
easy about the coming of 
the distinguished visitor 
If it refused him entrance, 
charges that it had turned 
conservative might rise 
and be embarrassing. To 
the present it has suc 
ceeded in keeping all par 
ties from the Gold Shirts 
of General Nicholas Rod- 
riguez (now in exile in the 
United States) to the 
small communistic party 
bidding for its support 
That policy of balance it 
would be glad to continue. The decision arrived at 
was to allow Trotsky to enter under the protection of 
the right of asylum, providing he did not engage ip 
propaganda. 

The incident sets out the fact that keeping the gov- 
ernment in dominant position over all groups of opinion 


and retaining the loyalty of partisan organizations by 


no means at peace with each other promises to be 
increasingly difficult. 

The “Revolution” has become an established insti- 
tution of government. The administration in power 
and the National Revolutionary Party which is at times 
the instrument of the government and at others seems 
to make the government its instrument has moved 
steadily toward a more radical program since 1910 and 
particularly since the Calles Presidency of 1924-1928. 
As it becomes more radical, how far it will go and the 
degree to which it can be controlled become questions 
of rising importance to both Mexican domestic business 
interests and foreigners who own property or have busi- 
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ness in the republic. 
Thus far attempts 
to slow down the left- 
ward advance have all 
been failures. The 
sarting point usually 
chosen from which to 
judge the trend of 
events is the Consti- 
tution of 1917 drawn 
in the midst of the 
more troubled years of 
the revolution but the 
real “consolidation” of 
what had been won 
dates from the presi- 
dencies of Obregon 
(1920-1924) and 
Calles (1924-1928). 
Both of these men 
were considered highly 
radical when in power. 
Calles in the period 
following his term 
continued to be the 
mentor of Mexican 
politics. 





Some Leading American Companies with 
a Stake in Mexico 





Anaconda Copper..................- 


Greene Cananea, 99% owned, has developed ore yen 
sufficient to maintain production at the rate of 60,000,000 
pounds of copper for eight years. 





American & Foreign Power........... Mexico contributed 12% c ofc 








xico cor npany’s gross revenues in 1935. 








American Metal Co................- Controls smelters, mines and claims in Mexico, representing 


substantial investment. 





American Smelting & Refining. ...... 





.A number of Mexican subsidiaries. Mines and smelts various 


metals; mines coal and manufactures coke; exploits agricul- 
tural lands. 











| | nr Is a producer of oil and gas in Mexico. Has iderable un- 
developed acreage. Also does some pete et in that 
country. 

Du Pont de Nemours................ Owns 50% of the Compania Mexicana de Explosivos S. A., 


whose annual capacity is 6,000,000 pounds of dynamite. 





Hercules Powder.................... 


_— the other 50% of the Compania Mexicana de Explo- 
sivos. 





POE Ss sca se caceseesaaene 


ee lead, silver and zinc mining operations in Northern 
exico. 





International Teleph & Telegraph. . 








. About 614% of total I 


t is in Mexico. 








Seaboard Oil of Delaware............ 


Successor to Mexican Seaboard Oil. 
serena in Mexico, 


Holds substantial oll 





Souther Pacifie...........cccccseees 


A $54,000,000 investment in South 
Mexico; operated separately. 


Pacific Railroad of 








Standard Oil of California............ 





Interest in Mexican production through wholly-owned sub- 
sidiary, Richmond Petroleum of Mexico. 





Standard Oil (New Jersey)........... App 





A imate Mexi duction in 1935 was 6,800,000 
barrels. Large proportion refined at Tampico. important 
marketer in Mexico. 





U.S. Smelting & Refining. ........... 


Company's Mexican mines are one of the world's most im- 
portant producers of silver. 





The later presidents, from Gil to Cardenas, 


reactionary, 


but others which it 
has not _ sponsored. 
These it may within 
measure control but 
some of them it can- 
not frankly oppose. 
That was the history 
of the Calles dictator- 
ship. At first the au- 
thor of what then 
seemed advanced re- 
forms, Calles was the 
idol of the revolution- 
ary groups and dis- 
liked and distrusted 
by the _propertied 
classes, Mexican and 
foreign. But the revo- 
lution moved ahead 
more rapidly than he. 
He opposed the more 
radical proposals and 
was overwhelmed by 
them. He now finds 
himself ousted, faced 
by charges that he is 


and heading an interventionist movement, 





were “his men.” 

In the long run, however, came a man no longer will- 
ing to accept Calles’ guidance, or as others would have 
it, the ideas of the revolution overtook and passed 
(alles. Cardenas took control and forced Calles to go 
to the United States. 

But the Revolution may outrun Cardenas also. 
His problem has already come to be to direct new radi- 
cal forward moves and to try to control them. The 
Mexican Revolution is like a spirited horse which must 
be continually urged forward and ridden hard or it may 
throw its rider. 

The common belief outside Mexico that the govern- 
ment is all powerful, and completely in control of move- 
ments in public affairs is a conclusion far too simple. 
The national administration has to trim its policy to 
conform to movements some of which it has initiated, 


Beem i 
2 i we ae * Bae ri Pie cae 
+ 3 went et trey 


Se or 
Pj — 


Wide World Phota 


with the backing of American capital, which “would like 
to turn the country into another Cuba.” It will be in- 
teresting to see whether a similar fate awaits Cardenas. 

The Mexican Revolution has supplied many pro- 
posals of far-reaching reform. The most advertised of 
these is the program for breaking up the large estates 
and distributing land to those who have none. At first 
adopted to apply to Indian villages dispossessed of their 
land or lacking land, it has expanded to include plans 
for grants to all the landless. Starting in 1915, the land 
problem has been pushed under Obregon, Calles, and 
their successors. Cardenas has supported and speeded 
up the movement. In the twenty years from 1915 to 
1934, some 793,442 landless villagers received 20,126,450 
acres. In the first twenty months of the Cardenas re- 
gime 287,570 rural workers were granted 11,070,750 
acres. On December 21, 1935, (Please turn to page 530) 





Tasquillo Bridge, a link in the new highway running between Mexico City and the United States Border. 
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Stocks Which Made New Highs in '36—and Why 


y 


Can They Be Bettered? 


Stocks Which Lost Ground in '36—and Why 
Stocks Which Established Earnings Records— 


1936 Reeords—1937 Prospects 


ny 2. €. 


a 1936 was a year of widespread economic recov- 
ery, as well as one which ended on a highly optimistic 
note, no one will deny. For at least two dozen major 
industries, production was at a new high level; a num- 
ber of others will require only moderate gains this year 
to be in the same class; and not a few companies in 1936 
earned the largest profits in their history. What all this 
has meant to the investor in terms of increased divi- 
dends and appreciation in the value of his holdings is 
now past history. On the other hand, the course of re- 
covery or depression is never uniform and a considerable 
number of investors must have had the dismaying ex- 
perience of holding one or more common stocks which 
either recorded a net loss in value for the year or which 
showed only slight gains by contrast with the market 
as a whole. 


Re-Appraisal Necessary 


The investment problem arising from the latter situ- 
ation is an obvious one. In any representative invest- 
ment portfolio there are almost certain to be issues 
which at some time take on a “backward” appearance. 
Such issues may not necessarily have been deprived of 
their original merit but surely their failure to reflect 
more fully the favorable factors which are motivating 
the market as a whole marks them for careful re-ap- 
praisal. It is readily conceivable that a company or an 
industry may become temporarily subject to adverse 
influences but from the fact alone that a particular com- 
pany failed to show improved earnings last year, it 
cannot be assumed arbitrarily that it will continue to 
be equally unfortunate in the months ahead. On the other 
hand, adverse influences may be of a nature which does 
not lend itself to early dissipation and the investor is 
well advised to remove such holdings from his list. Noth- 
in will be gained in the end by hoping for the best if 
the best is no better than an uncertain possibility. 

Oddly enough the problem of the investor holding 
“backward” issues is, at least to some extent, shared by 
the more fortunate investor (he might even be the same 
one), who owned shares in companies which last year 
reported record-breaking earnings or whose shares in the 
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closing weeks of 1936 sold at their highest levels since 
1932 and 1933. Of the sizable number of issues in this 
latter group, many of them will undoubtedly score 
further substantial gains this year but there will be some 
of them which will fail to fulfill the promise of their 
market action under the impetus of year-end optimism. 
Likewise, among the companies with earnings at the 
highest level in their history there will be some to which 
this represents the upper limit with present facilities, 
while for others, particularly established companies in 
the newer industries, record-breaking earnings last year 
may be no more than a hint of their potentialities. The 
point is, however, the investor should not permit himself 
to be lured into a false sense of security solely by ad- 
vancing quotations and last year’s earnings. Yet both 
of these factors may carry very favorable implications 
if they are supported by this year’s prospects—implica- 


tions favorable to present holders and prospective in-' 


vestors as well. 

Accompanying this discussion are two lists of com- 
panies, both of which are intended to be representative 
rather than all-inclusive. The shorter list indicates a 
group of companies whose shares at the end of the year 
were quoted lower than they were at the beginning of 
1936. The other and longer list includes a group of 
companies whose shares sold at new high levels late in 
1936. Of these, a number of companies (indicated by 8 
star) earned the largest profits in their history last 
year. Interesting in themselves, these tabulations also 
present the salient factors which should guide the in- 
vestor in evaluating the prospects for other issues which 
it has not been possible to include. 


Why Some Lost Ground 


Of the group of companies whose shares declined last 
year, the manufacturers of tin containers, American 
Can, Continental Can and McKeesport Tin Plate, prob- 
ably disappointed more holders than any of the others. 
Profit margins of these companies are being threatened 
by increasingly aggressive competition promised by the 
entry of Crown Cork and Owens-Illinois into the manu- 
facture of cans. The can companies last year were also 
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Stocks Which Made New Highs in 1936 


% Indicates Year's Earnings Established a Record—Will It Be Beaten in 1937? 




























































































































































































































































































































































































Divs. Earnings per Share 
- Recent Paid 
Company Business Price 1934 1935 1936(e) COMMENT 
Allis-Chalmers.......... Elec. equip., machinery, trac- 83 1.50 1.48 2.80 Participation in electrical, heavy machinery and ferm equipments Indl. 
ES cate uptrend in earnings to continue, accompanied by larger divs. 
Amer. Car & Foundry... a oe passenger cars and 63 None d4.35 0.75(a) Better railroad on ged and equipment shortage favorable factors, Un- 
ee seeeses ge. 
Amer. Chain & Cable... . Chain, - rope and extensive 717 4.00 4.40 8.00 Industrial business now predominates. Earnings outlook favored by 
: line of industrial equip general plant expansion and rehabilitation. 
American Locomotive...A leading menviecterer of 48 None 5.12 4.00(b) New orders should continue to mount. Finances strong. Shares 
Amer. Steel Foundr'es.. _. height | car frames, trucks, 7 ©6—~C~CSeee ~ 2.06(b) 2.40 Greatly improved outlook for '37 suggests possible earnings in ex- 
brakes, couplers, etc. 7 . cess of $4 a share, 
Amer. Tel. & Tel........ Communications. 183 9.00 6.74 9.36+ pe mg eels in oew installations and savings in interest charges 
Sa eee ms a e security o! 
*Anaconda W. & Cable... Alll types of copper whe and 1 4.50 2.44 5.10 Lae potential demand for wire and cable and higher prices place 
ce i es in an attr 
#Beech-Nut Packing.....Prepared food specialties and 106 6.00 5.20 6-80 Further upturn in earnings may be less pronounced. Shares provide 
es chewing gum. i— a sound income 
Bethlehem Steel... ... Second largest steel producer. 80 | 1.50 | 4.59(b) 2.00 _— Recovery in prefits should continue in ‘37. 
Boeing Airplane........ Manufacturer of private and 36 None d0.64 0.30 Expanding demand for both ial and go t aircraft 
a= military aircraft. = should swell '37 profits. Promising specalatic 
Caterpillar Tractor....... Leading maker of diesel en- %6 5.50 3.16 5.23+ Company will benefit by larger farm income and enlarged industrial 
pe ee econ. ero Rae, oe demand for tractors and diesel engines. 
*Commercial Inv. Trust... A major financing company. 75 4.90 6.43 6.00(c) Prospects good but present factors suggest that earnings gains will be 
3 = oe ee ae narrowed, by agitation for lower rates to borrowers. 
Cutler Hammer.......... Electric motor controls, meters 87 2.75 1.83 4.00 Prospective large utility -_ ‘aan purchases foreshadow con- 
and other i t items. Elms. tinued earnings uptrend in '3 
Lo A leading maker of farm im- 123 None 3.91 8.00 Liquidation < gg bog of preferred arrears would pave way 
p t J inet ivs utlook 
eden AO Foremost mfgs. of chemicals 174 6.10 5.02 7.50 Company's own activities may contribute more to ‘37 profits than 
== and chemical products. ae ican 7 General Motors investment. Shares liberally appraised. 
Elec. Pwr. & Lgt......... Public utility holding comrany. 24 None d1.40 0.70 Large investment in United Gas may augment '37 income. Shares 
— pe ite a oe SR have speculative promise. 
*Fairbanks Morse....... Diesel engines, scales, electric 69 4. 25 2.47 4.50 Company should be favored by expanding demand for diesels. 
—_______ sé ottorrs,, railroad supplies, etc. = eo ae ee ee ___ Extension of recent earnings gains likely. 
General Electric......... Leading maker of electrical 64 1.70 0. 97 1.60 Resumption of utility construction this year would produce dynamic 
= a equipment. os PA CSS ; upturn in earnings. 
Harbison-Walker........ A major producer of refractory 55 2.25 1.18 2.30 Maintenance of high level of steel cutput should enhance demand 
EE 2 ets -_, for company's products. Higher earnings probable. 
*Hercules Powder... .. .mportant factor in naval stores, 180 5.25 4.23 6.00 Activities profitably expanded in new fields, promising important 
EE aa chemicals and explosives. => eb ee ____ contributions to '37 
*Int'l Bus. Mach... . .»Deslness machines and indus- 187 7.50 9.95 10.00(c) Co! yinap to benefit by demand for Social Security 
== be __ trial equipment. re nace, alla nso 15. oa lati quipment. Further te upturn in earnings likely. 
*International Nickel. . .. Foremost producer of nickel. 64 1.30 1.65 3.25 ~ Nickel consumption at new high and further gains forecast for '37 
—______ ee eee re hes oi Higher copper erices also favorable factor. Sound investment issue. 
Johns-Manville......... Asbestos products and build- 148 4.25 2.19 4.50 Large volume of carry-over b and i d building activity 
= ing materials. (=O aa : 7 = dow further important gains ty ‘37 profits, Tee 
ere Conveying machinery....... 59 2. 50 1.28 2.70 Conti hog pansion and modernization will make further con- 
= : _ ee _tributt 0 '37 i Larger divs. likely. | 
BINS es oc ed Leading producer of motion 75 3.50 4.42 6.73+ oaeme success of company unlikely to be reversed. Rising 
re pictures. S45 — = p ges further i gains. 
*Minn.-Honeywell..... Leading maker of heat-regu- 108 3.03 (c) 2.67 3.50 Industrial and private truction d d foreshad higher earn- 
lating and temperature-con- ings in '37 
—_ troldevices, tafe Sena: ee ae 
*Montgomery-Ward... . Second largest mail order unit. 58 0.60 2.65 4.00 Curent earnings prospect levered by enlarged farm purchasing 
power. Profit margins may be natrower, however. Paid $3.40 
a — Te ee ee _ div. in January °37. 
National Acme......... Important maker of machine 22 0.75 0.51 1.20 Machine tools promise to extend the substantial sales gain recorded 
=. tools. oe, _ _ last year. Shares have speculative merit. 
National Lead.......... Large fabricator of lead, zinc, 36 1.00 1.08 1.50 Further earnings recovery would be aided by increased building. 
sete. also leading paint mfgr. = ra ee 
*National Supply....... Oil well equipment......... 66 None 4.03(b) 7.50 Prospects f ble but i gains this year likely to be less 
= a spectacular. Preferred arrears may be discharged. 
Phelps-Dodge.......... Copper producer. 56 1.25 1.21 2.00 Trend of '37 earnings will be governed by ability of copper prices 
— = to hold recent gains. 
*Phillips Petroleum...... Well rounded oil unit. 51 2. 50 3.23 4.00 Company has substantially reinforced its position industrially and 
: =. financially. Shares reasonably priced. 
*Sears Roebuck......... Leading mail order and retail 86 6.25(h) 4.45(h) 6. 50(h) Recent sales highest in company's — Prospects favorable bul 
: unit. -_ profit margins may be pared 
Standard Oil N. J... .... Foremost unit engaged in every 69 2.00 2.43 4.00 Further increases in —— likely a crude and gasoline price 
a phase of oil industry. cree eA stability will govern 
*Union Carbide. .......Large producer of a diversified 105 2.30 3.03 4.10 Record earnings reflect men devel t of new p ts. Up- 
— group of chemicals. eS trend should be further in '37, 
*United Carbon......... Large producer of carbon black 86 4.05 4.70 5.70 Strong statistical position of carbon black augurs well for current 
and natural gas. * a] i prospects. Increasing demand for natural gas also favorable factor. 
U.S. Gypsum.......... Broad output of building ma- 122 3.25 2.47 4.50 Potential d d for ducts remains large and should 
terials. : be increasingly effective in 37 
U.S Rebber........... Tires and mechanical rubber 54 None d2.03 NF I rtant internal adjustments and rising sales and prices should en- 
goods, able company to extend recent recovery trend. 





(a)—Fiscal year ended Apr. 30, ‘37. (b)—Preferred shares. (c)—On increased number of shares. 
Jan. 31, '36-'37. +—Actual earnings. 


NF—No late figures. 


(d)—Deficit. (e}—Estimated. (h)—Fiscal year ended 
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compelled to make refunds to customers in conform- 
ance with the provisions of the Robinson-Patman Act 
and for the same reasons 1937 contracts will mean slight- 
ly lower prices. Demand for cans should be sustained at a 
high level but doubt as to profit margins may continue 
to retard this group. In brief, it is unlikely that can 
company earnings will experience any serious slump but 
they are lacking in the more dynamic possibilities to be 
discerned in other industries. 

In fact the latter consideration—the likelihood of 
static rather than dynamic earnings possibilities—ap- 
pears to account for the disappointing market action of 
most of the issues which sold lower during 1936. This 
is not surprising in view of the fact that the majority of 
the companies in this group are identified with indus- 
tries in the consumer goods classification. If the list 
had been extended to include the cigarette companies, 
manufacturers of packaged foods, dairy products, shoes 
and their like, it would have been noted that most of 
these companies were characterized by stable dividends 
and earnings. Also it would have been noted that the 
gains marketwise scored by this group during 1936 were 
for the most part of modest proportions. Selected is- 
sues among these companies may be commended to the 
investor who must place emphasis on income, but from 
the standpoint of potential price appreciation they offer 
comparatively little inducement at this point in the re- 
covery cycle. 

For some of the companies whose shares displayed an 
adverse trend last year, there is the promise of material 


improvement in current earnings, results last year having 
reflected the presence of temporary handicaps such as 
unusual development costs, etc. Included among these 
are such companies as Congoleum-Nairn, Reynolds 
Metals and Freeport Sulphur. On the other hand un- 
certainty as to prices for alcohol and silver obscure the 
current prospects for U.S. Industrial Alcohol and U. §. 
Smelting, respectively. 

Although it has been possible to comment only briefly 
on the foregoing companies, enough has been said to 
convey the point that when stocks either decline or fail 
to gain perceptibly in a bull market there is usually some 
very definite and logical reason. It is important that 
the investor discover these reasons and act in accordance 
with his best judgment. 

Contrasting noticeably with the shorter list, in the 
group of companies whose shares reached a new high for 
the recovery period in the closing weeks of last year, 
organizations identified with heavy, or so-called capital 
goods, industries predominate. These industries include 
steel, building, equipments of all kinds, copper mining 
and fabricating and their like, nearly all of which were 
conspicuous laggards in the earlier stages of recovery. 
But at this point the heavier industries have the most 
to gain, and unless there is a prolonged interruption in 
the present tempo of recovery, representative companies 
in this group must be credited with dynamic earnings 
possibilities. 

Selecting various issues at random from this group 
it is at once apparent that (Please turn to page 531) 





Stocks Which Lost Ground Last Year—and Why 










































































Divs. Earnings per Share 
Recent Paid 
Company Business Price 1936 1935 1936(e) COMMENT 
American Can... .... . Leading maker of tin containers. 114 6.00 5.83 6.00 Refunds cut '36 profits. Low prices on ‘37 contracts may not be 
fully offset by d competition threatens, 
Bohn Aluminum...... Aluminum and brass castings. 44 3.75 4.51 3.50 Drop in '36 earnings due to a partial loss of Ford business in aluminum 
pistons. Prospects uncertain. 
Commercial Solvents... . . Chemicals, whiskey and com- 20 0.80 1.02 1.05 Earnings retarded by unfavorable price structure for alcohol. Current 
mercial alcohol. prospects moderately better. 
Columbia Pictures....... Motion picture producer. 38 1.00(b) 5.81(a) 4.96(a) Recovery of earnings contingent on success of current feature releases. 
hares speculative. 
Congoleum Naim....... Floor coverings. 40 1.85 1.82 2.00 Higher prices and lower development costs foreshadow Increasingly 
larger profits this year. 
Continental Can......... Second largest maker of tin con- 66 3.25 4.21 3.80 See comment on American Can. 
tainers. 
Freeport Sulphur. ....... Second largest producer of sul- 30 1.00 1.78 2.25 Larger production costs may not prove burdensome. Further earm- 
phur. ings recovery likely. 
General Mills.......... Flour and other foodstuffs. 65 3.00 4.12(c) 3.40(c) Earmings likely to continue steady rather than dynamic. Shares 
primarily suited for income. 
Hazel Atlas Glass....... Glass containers. 102 7.64 6.32 7.00 Market action of shares reflects comparatively static earnings. Divi- 
dends reasonably secure. 
Hershey Chocolate. .... .Chocolate bars. 67 3.60 5.39 3.50 Earnings decline due to stiffer competition. C y well supplied 
with low-cost inventories and may do better in '37. 
McKeesport Tin Plate... . Tin plate and tin containers. 88 5.50 7.12 6.00 | ing petition and narrower profit margins make for uncer- 
tainty in '37 prospect. 
Reynolds Metals....... Metal foil and building ma- 29 2.00(h) 1.29 1.90 Company has considerable potential earning power but development 
terials. costs have been heavy. Prospects favor rising net in '37. 
U. S. Industrial Alcohol. or d of denatured 39 1.25(1) 2.16 0.25 Mild weather has restricted demand for anti-freeze. Prices recently 
cohol, vr A 4 +, ly but aT) rin 
U.S. Smelting........ .Large producer of silver, lead 88 10.00 10.31 8.00 Earnings decline due to lower silver prices and labor difficulties. 
and zinc. Dividends may be less this year 
Wm. Wrigley, Jr... .....Chewing gum. 74 4.00 3.94 4.20 Sales have recently improved but prospect of any substantial gain in 


earnings not apparent. 





(a)—52 weeks ended June 27. (b)—Plus stock.(. —Year ended May 31 


« (e)—Estimated. 


(h)—$1.00 paid in 314% debentures. 


(1)—Dividends omitted 10/1/36. 
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The Farmer Bets on Wheat 
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V.. are trying to grow a bumper crop of winter 
wheat, taking such risk as may result in a possibly 
increased carry-over. 

It is quite apparent that our farmers do not relish the 
idea of the United States posing as one of the substantial 
importers of wheat, ranking, for example, with the 
United Kingdom, Belgium and Brazil, then ourselves in 
the order named. 

Without discussing the division of responsibility for 
this condition as between Dame Nature and our gov- 
ernmental restrictive policies, the idea of our own coun- 
try transferring itself from the role of an important 
exporter to that of a buyer in the world markets does 
not seem fitting. 

Action and reaction seem to find expression in farm 
preparation for a bumper crop to be harvested this com- 
ing summer. Farmers looking at empty granaries at 
home and the recent price of $1.3734 for May Wheat in 
Chicago, the highest price since the crop year of 1927- 
28, are evidently determined that in 1937 they are 
going to have some wheat to sell. And indications are 
that they are going to have a strong market in which 
to sell it. 

The acreage sown to winter wheat last fall exceeds 
last year’s plantings by 15 per cent running to a total of 
57,187,000 acres, which is quite a wheat field and a 
record for all time. In 1918, we planted 51,391,000 
acres and harvested 748,460,000 bushels. On a like 
basis, the 1937 winter wheat crop will be something 
more than 800 million bushels. With spring wheat 
added, a possible 900 million bushels or more. 
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It does seem that the present situation trailing along 
after a period of surplus, which surplus would be most 
acceptable, if now available, after years of restriction 
and drouth and consequently diminished carry-overs; 
might renew the farmers’ faith in the old-fashioned idea 
of stack yards. Stack yards where two or three crops 
might accumulate and the agitator move in at two or 
three year intervals, accordingly. 

To look abroad, the disappearance of the world carry- 
over since 1926, leaves the current supply in smaller 
volume than at any time in the last decade. There has 
been a tremendous foreign demand for wheat, undoubt- 
edly due in no small part by the low hanging war 
clouds, and in part to decreased production. 

The Danubian stocks have been absorbed and Cana- 
dian stocks drawn upon heavily. The Argentine crop 
is estimated at 250 million bushels, which means scarcely 
more than 100 million bushels for Europe. The British 
food defense department, recently appointed, is reported 
to be seriously considering building up a wheat store. 
Italy has been a heavy buyer requiring some 70 million 
bushels before the next harvest. Germany needs much 
more grain than she can provide the necessary foreign 
exchange to make payment therefor. 

It is tight situations such as the current one in 
wheat that, in the present tense world atmosphere, gives 
added impetus to attempted self-sufficiency—economic 
nationalism. 

Such are a few of the conditions that make the Ameri- 
can farmer view the outlook for wheat with some eager- 
ness and some complacency (Please turn to page 522) 
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Dividend Foreeast for 1937 


PART | — Railroads and Railroad Equip- 


ments, Agricultural, Business and Electrical 


Equipments, Machinery, 


Public Utilities. 





a year 1936 was one of 
marked business recovery and 
there is every indication of a 
continuance of this trend in 
the current year. 

Growing confidence, the 
huge replacement demand and 
the anticipation of a rising 
price scale are all indicative of 
more activity in most lines 
and a general favorable profit 


s ae o INDUSTRY 
trend which will find expres- ,_pctive; further progress indi- 
sion in dividend payments. cated. 
; . x B—Active; further progress may 
Last year witnessed a large be slow. 


C—Depressed; prospect for re- 
covery favorable. 

D—Depressed; no nearby im- 
provement indicated. 


number of dividend resump- 
tions, increases and, of course, 
a veritable flood of extras occa- 
sioned by the workings of the 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers |, 2, 3, 4, are used for rating the company to 
on its earning power, current and prospective. 


to continue or increase the lib- 
erality of disbursement. 

As is always the case not all 
industries, nor certainly all 
companies, will fare alike in 
the months to come. Some 
corporations have _ already 
reached capacity with respect 
present facilities; others 
which were late in recovery 
have great improvement be- 
fore them. 

It is to serve the individual 


The 


COMPANY 


1—Good earning power; sub- 
stantial gains indicated. 
2—Improvement in earnings ex- 


pected. and the specific need of the 
oh he corm investor that this Dividend 
4- Sone outlook —_unfavor- Forecast is prepared. Part I 
adie. 


will appear in our issue of Feb- 
ruary 13 covering motors and 





new tax on undistributed cor- 

porate profits. The result was a record volume of pay- 
ments not heretofore approached since the boom days. 
The current vear will doubtless see even the 1936 total 
surpassed. While the undistributed profits tax may be 
subject to some modification in the present session of 
Congress, there is no chance of its being repealed, and 
corporations with larger profits flowing in will be forced 


accessories, steels, movies. 
liquors, meat packers, tobacco, chemicals, tires, pack- 
aged foods, sugar. Part III in the February 27 issue 
will deal with oils, metals, aviation, building, merchan- 
dising and many miscellaneous companies. 
The tables and comments comprising this feature are 
accompanied by our investment ratings which are ex- 
plained in the table herewith. 





Rail Prospects 


_ the refusal of the I. C.C. late last 
year to grant a further extension in surcharges on cer- 
tain classes of freight, the railroad prospect for 1937 is 
distinctly more hopeful than it was a year ago. By no 
means can it be implied that the railroad industry is 
“out of the woods,” but at least some of the dire predic- 
tions which were being made freely not so many months 
ago now appear to have been rather far-fetched. On 
the other hand, the contention that the railroads would 
require only a reasonable increase in traffic to appreci- 
ably mitigate their difficulties appears to have been a 
hundred per cent right. 

Last year Class 1 roads, according to preliminary re- 
ports, recorded a gain of 17 per cent in gross revenues, 
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the aggregate total of $4,000,000,000 being the largest 
since 1930. Expenses and taxes, particularly the latter, 
increased but a high measure of operating skill is re- 
flected in the gain of about 30 per cent in net operating 
income. Net income, after interest charges, totaled 
about $150,000,000, as compared with $7,539,127 in 1935 
and a loss of nearly $17,000,000 in 1934. 

Although the sum total of general business recovery 
last year is reflected in the larger volume of freight car- 
ried by the railroads, the marked revival of the heavy 
industries was undoubtedly the most potent factor con- 
tributing to increased railway revenues. From present 
indications these heavy industries promise to contribute 
even more decisively this year. In the case of those 
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roads which were large beneficiaries of freight sur- 
charges, the gain in both gross and net, at least in the 


earlier months of 1937, w 


isa good chance that the lower rates now in effect may 
be offset to a large extent by increased traffic. 
there is the possibility that the I. C. C. may later grant 
some specific rate increases. 
lower rates may enable the carriers to regain some por- 
tion of the traffic which has been lost to competing me- 


diums. 
The railroad legislativ 





The passage of various bills, scheduled for in- 
troduction in Congress, designed to shorten the hours 
and increase the wages of railroad employees would 
prove a serious burden to carriers in their present posi- 


certain. 


ill be less pronounced, but there 


tion. Recent conferences between representatives of 
some 300,000 railroad employees have disclosed that they 
may seek a 20 per cent wage increase. This would add 
$75,000,000 to the annual payrolls of 20 largest carriers 
and the possible effect upon earnings may be gathered 
from the fact that the increase amounts to nearly half of 
their aggregate net income (Please turn to page 528) 


Also 


It is also possible that 


e prospect remains highly un- 
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RAILROAD 1935 1936(e) “Hish Low Price 1936 Rating 
IID is Bieta 18a said, alncaye ap ws 3 eiaioial 1.38 2.00 8814 59 75 2.00 C-1 Transcontinental rote increase will offset 35% , of surcharge losses. 
ey ee ae 7 eee. a ck ea Further payments on cc ikely. iy 
Atlantic Coast Line................. Oe: Nil __ 2.40 49 21% 46 1.00 C-2 Large citrus crop f favorable fat factor. Should pay more this year. 
i a Sea Nil 0.25 261 15% 22 none C-2 Earnings outlook somewhat rtain in ab of h 
ee ee a a a Nas Divs. not an early prospect. 
Bangor & Aroostook.................... 444 260 49% 39 42 2.50  C-3 Earnings outlook somewhat better. Divs. secure. 
Canadian Pacific.................. d0.20 0.01 16 10%, 16 none C-2 Prospects more promising but little likelihood of early dividend 
Central PR. OS) ee Oe Nil iv Nil 7 57 35 2 40 entat C-3 Sane moderately higher in '36. Tax litigation may ultimately 
et ae ee en = fe Wheat eds a favor road. 
Chesapeake & Ohio............... é 4.05 5.50 17% 51 67 3.80 C-1 Prospect of sustained good ings pi to support generous 
ie 2 S|. eee 7 = a ie T= __ dividend policy. 
Chicago Gt. Western. ................... Nil d 252 1%, 3 none Col 4 oomeleten filed but opposition has arisen. Probably covered 
IN atom ee i eer ve rae charges in 
Chicago, Milwaukee, St. Paul & Pacific..... Nil = Nil 2% 1% 2 none C-4 Net income in '36 probably equal to about 50% of fixed charges. 
Chicago & Northwestern................. Nil Nil 4% 2% 4 none C-3 Gross gained about $15,000,000 in '36. Modified plan of re- 
a ae ; cS ____ organization may be drafted. 
Chicago, Rock Island & Pacific............ Nil Nil 3 1% 2 none C-4 Revenues in '36 increased more than $10,000,000. 0. Reorganize- 
= ae o _—- F “ te tion apparently not imminent. M ; 
Colorado & Southern.................... Nil Nil 36% 19 24 none C-2 Further reduction in fixed charges and improved industrial outlook 
en tee <— : eS in territory augurs well for '37 results, Pes ss 
Delaware & Hudson Co. ( = ee 1.73 1.70 5435, 365% 28 none C-3 Would benefit substantially by any further recovery in value 1e of 
: ea _ os N. Y. Central shares. Might pay a small dividend. s 
Delaware, Lackawanna & Western..... Nil Nil 231% 1442 19 none C-3 Continued mild weather has restricted recovery in gross. Finances 
: ee eer peer ise pT as ¥i _ air. wee et ene EEE ee: 
eee et eee ee Nil d 18, 11 15 none C-2 '36 earnings were probably sufficient to cover dividend require- 
eae —_ oR ae eth —— cng a ments on preferred issues. oe 
®Great Northern (Pfd.).................. 2.87 4.50 467g 321%, 43 none  C-2 Marked progress being made in reducing fixed charges. Likely 
oe fa eae ean as. — 2: = : __________ to resume divs. this year. 
OSS oe re ee Nil d 29% 1852 24 none C-2 Gross increased 18% in '36. Final results may show fixed charges 
= ; eee Lae : _— earned in full. aoe. 
Kansas City Southern.................... Nil d 26 13 22 none C-2 Total revenues increased more than 33% last year. Larger 1 wheat 
= eS = ee = here —_ ; —— ; ae ak Pa crop promises to aid current results, at Oe 4 ss, 
RE WHY ciiGic oes cididcwaesecesniaes Nil 1.00 22 84 19 none rs _— being favorably affected by high rate of steel activity. Div- 
idends not i = 
@Louisville & Nashville................... 3.53 8.0 102% 57% 94 6.00  C-1 Strong financial position and good ottlook presage maintenance 
ee eee MI hc ts a Of Niberal dividends. 
‘Missouri-Kansas-Texas.................4- Nil d 952 514 7 none C-2 Indications are that road earned fixed charges in full last year. 
Pees i aa a 2 ie On co De : ‘et Rade ______ May resume adj. bond interest. 
MOTI. oso bioics cic csenweenecios Nil Nil 4 24 3 none C-3 Fm 2 a to have earned about 50% of fixed charges. Reorganiza- 
7 ae ney. sf AOE par Nee he tion delaye pre 4 va 
®New York Central ............ sa Ne Sw 2 hoe 0.02 1.50 497/e 27h, __43 none Ce 2 Finances st nth d and prospects favor sustained gain. 
®New York, Chicago & St. Louis.......... . 43.10 15.46(b) 53% 1734 59. none  C-2 Marked gain in earnings and stronger finances suggest possible 
Se ee aan ase ar en eager pees es attion toward elimination of preferred arrears, 
‘New York, New Haven & Hartford........ Nil Nil 6% 3 6 none C-4 a deficit estimated about the same as '35. Outlook moderately 
a # Paes nak ? ak ae 8 : od ee 7 edits ts” 
New York, Ontario & Western............ 0.01 Nil 7 4 6 none C-4 Restricted fi and rtain prospects for anthracite d d 
ees i a acl mt Euakedie, he i 1D ae oe Deci ooscure road's outlook, beat nia oad 
Norfolk & Westen...............2-0000- 17.50 23.00 310% 210 264 15.00 C-1 Outstanding record of road entitles shares to investment rating. 
= See son Wine OS nae ee en ee et __ Further dividend increases probable. 
Northern Pacific... ........0..c.0ceceuee 0.17 0.35 36%, 23% 238 none C-2 “Other income" prevented road from showing a loss after charges. 
aoe ‘et 29h ee CO ivideends not an early prospect. ¥ Ma. 
| Sige TERRA Aaa aaNet SiN 1.81 2.75 45 2814 42 2.00 C-1 Further industrial recovery would reflect in earnings. Higher 
Pi areas Se ee insole: Seen en ee fe ee ee ___ dividend likely this year. eas 
|) errr rr eee 1.00 3.50 46% 251% 39 none C-2 Prolonged auto strike would adversely affect road's earnings. 
Fhe ~ lw a 2 May eliminate all arrears on prior preference. 
| ER re ee ee 2.08 2.60 50%, 3514 46 2.00 C-2  Loadings in '36 best since '31. Present rate of dividends ap- 
Crs) et Se eee ‘ ee ___ parently secure. 
Southern Pacific........... piste es ,+2+ 0.65 3.20 47% 23% 31 ‘none 2 C-2 Good possibility that road may resume dividends during 1937. 
@Southern Railway...................... Nil 1.00 26% 1234 49 none C-2 Finances improved and further debt Raaiaten likely. Prospects 
Rie 8 CS ee eee ees ceed Vee good but dividends not an early possibility. 
II soos asa so sevice arenas 6.54 7.60 14934 10814 130 6.00 C-1 Net income up nearly 25% in '36. Prospects ects favorable and 
oe Si eee A ape 5 = dividends secure. 
Western Maryland....................... d 0.10 121% 814 9 none C-2 Net in first 11 months '36 equal to $8.15 a share on 1st pfd. vs. 
$4.61 in same period 1935. May make further payments on 








(a)—Company enly. 
iDeficit. (e)—Estimated. 


@—1In our opinion the more attractive profit opportunities. 


(b)— Preliminary report includes equivalent of $11.95, a pe aia as dividend on Wheeling & Lake Erie prior lien stock. 


senior shares. 








(d)— 





JANUARY 30, 1937 


491 


Polities Stull Uppermost in Utility Prospect 


Higher Output and Refunding Operations to Help Earnings 


I, is not easy to strike a balance between the factors 
which indicate one outlook for the electric public utili- 
ties and those, seemingly equally potent, which indicate 
almost the opposite. On the one hand, there is some pos- 
sibility of continued political persecution: on the other 
there is a flowing economic tide making for higher out- 
put and larger earnings—earnings, so far as the common 
stockholder is concerned, which should be further upped 
by the refunding of debt with a saving in interest charges. 

On the adverse political side, it was thought that mat- 
ters recently took a turn for the worse. President Roose- 
velt failed to reconvene the group representing Govern- 
ment and utilities which met some months ago and 
appointed instead five Federal officials to formulate a 
power policy. This followed immediately after a state- 
ment by Dr. A. E. Morgan, chairman of the Tennessee 
Valley Authority, the Government’s most publicized 
activity in the power field. Dr. Morgan’s statement was 
remarkable for its reasonableness, coming as it did from 
one who believes sincerely in ultimate public ownership 
of utilities. 

What has actually happened, however, is that the 
power fight within the New Deal, smoldering for months, 
has now broken out in public. Radicals are using pres- 
sure to keep Roosevelt from swinging to the right, fear- 
ing the influence of the moderates. It would seem that 
the utilities have nothing to lose from the intra-adminis- 
tration power schism. The worst they can receive is 
more of their present treatment, while any moderation 
of the current policy is that much gain. Morgan of the 
Tennessee Valley Authority, McNinch of the Federal 
Power Commission and Cooke of the Rural Electrifica- 
tion Administration form the “right wing” of the Presi- 
dent’s power advisers. Although they are not exactly 
conservatives, the utilities trust them and think that 
they will play fairly. These men stand for cooperation 
between private and public power projects. The group 


of which Senator Norris, Secretary Ickes and Director 
Lilienthal of TVA are members will brook no com- 
promise. Because both sides are adamant, power policy 
is likely to be a live issue for months, perhaps years. 

Admitting that there is a dark side to the politica) 
aspect of the public utility outlook, one cannot fail to 
notice that the picture also has its bright side—a side 
which is more definitely bright than the political side is 
definitely dark. Output of electric power last year was 
between thirteen and fourteen per cent above that of 
1935 and more than sixteen per cent above the 1929 peak. 
While revenues failed to gain by like percentages, never- 
theless, substantial progress was made. Even net income 
was higher last year than in 1935 despite the inroads 
made by higher taxes and increased operating expenses 
and this modestly better net made, in a number of in- 
stances, quite an impressive showing when carried down 
to high leverage common stocks. 

So far this year, electric power output has continued 
to mount and no interruption in the trend is to be dis 
cerned. Not only will more electricity be consumed in 
meeting the demands of increasing business activity, 
but the industry is still in the stage of dynamic growth. 
The further electrification of manufacturing establish- 
ments proceeds apace: lines are being extended to in- 
clude a greater number of consumers: finally, the indi- 
vidual consumer will continue to require more electricity. 

That the demand for electric power has about reached 
the point where it is taxing the facilities of the companies 
to supply it and that the demand continues to point 
upward, is seen from the greatly increased budgets for 
construction. Although available figures are not com- 
plete, a fair representation of leading companies have 
announced tentative plans from which it is indicated 
that the utilities will spend this year on expansion some- 
thing in the neighborhood of 400 million dollars. The 
political persecution unques- (Please turn to page 532) 





Position of Leading Public Utility Stocks 






































Earned per Share Price Range Divs. 
1936 Recent Paid Market 
Company 1935 1936(e) High Low Price 1936 Rating COMMENT 

American & Foreign Power............ Nil Nil 9% 64 13 es A-3 Large accumulations on the preferred stocks to be fiqu!- 
dated before the common can receive anything. 

American Gas & Electric.............. 1.87 2.30 473, 33% 46 1.40 A-2 Sound, integrated holding company. May pay more 
in view of earning power. 

American Light & Traction............. 1.34 1.75 25%, 17% 25 1.20 A-2 Declares special dividend of 25 cents payable 2.1.37. 
Holds substantial minority interest in International Paper 
& Power, a recent market feature. 

® American Power & Light.............. Nil 0.30 143%, 7% 15 SNe A-2 Although there are still arrears to be liquidated, the pre- 

ferreds are now receiving dividends at full rate. 

ee 7.11 9.70 1901/, 149% 183 9.00 A-2 Regular dividend fully covered in 1936 for the first 
time since 1931. 

American Water Works & Electric....... 1.32 1.75 27%, 191, 28 0.40 A-2 Two quarterly dividends of 20 cents paid last year. 
Reade payments at possibly an i d rate exp 
in 1937. 
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Position of Leading Public Utility Stocks (Continued) 




















































































































































































































Earned per Share yates Spee R Divs. 
A 36—— t Pai Mark 
Company “a wal Wn to he wee eles COMMENT 

Amocieted Gas & Electric “A"......... 4% 1 4 eae A-3 Litigation which has been harassing the company for 
ee = three years ended in its favor. 

Grooklyn-Manhattan Transit............ 5.720 5.598 58% 4 50 3.25 B-3 _Last quarterly dividend was $1 @ share. 

Grooklyn Union Gas.................. 3.64 3.20 57 44% 50 3.00 A-3 Despite greater gas send-out, profits have been adverse- 
ly effected by rate reductions, higher taxes, i 
costs, 

Cities Service. ........- 0.2 0e eee eee Nil Nil 7TH, 3 5 cote A-3 Involved capitalization. Large arrears on preferreds, 

Columbia Gas & Electric....... \: a Ce 0.60 23% 14 18 0.40 A-2 _ Dividends reinstated in May, last year: their continuance 
appears likely. 

Commonwealth Edison................ 6.39 6.60 119 97 132 5.00 A-2 Special meeting called January 23 for widespread re- 
organization of capitalization. 

Commonwealth & Southern...... 0.01 0.12 5% 2% 4 ite A-3 Federal operations In the T: Valley obscure 
outlook. 

Consolidated Edison of N. ¥........... 2.00 2.40 484, 27, 50 1.75 A-2 Elimination of subsidiaries will effect savings. 

Con. Gas El. Lt. & Power of Baltimore 4.41 4.60 941 84 88 3.60 A-2 Company has an enviable record. Refunding opere- 
tions effect savings. 

OG EMMNOW 5 55 2.0a since «clone eve 7.60 8.39A 153 128 144 6.00 A-2 Earnings and dividends should continue to follow man- 

i ufacturing activities in the Detroit region. 

€lectric Bond & Share................. 0.16 0.20 27 15%, ‘ 26 a. ae Liquidating value probably more than $40 a share. 

Vitally affected by final outcome of Public Utility Act. 
~ Electric Power & Light............... Nil 0.70 25% 6% 23 Age A-2 Likely to reinstate dividends on the preferred this year. 
federal Light & Traction............... 2.24 2.80 279, 8%, 28 atin A-2 Cities Service controls. A likely dividend candidate. 

General Gas & Electric "A"........... def 4% %e 3 Sa bes A-3 _ Dividend declared on the new $5 prior preferred, issued 
in exchange for the old preferreds. 

{nternational Hydro-Electric “A”. ...... 0.76 0.01 1014 2%, 13 Sal 7 A-3 Eamings shown are on a consolidated basis. Parent 
company’s cash income is currently very small. 

international Tel, & Tel................ 0.90 0.50 191, 1114 13 Ai A-2 : Estimate for last year is with Important Spanish opere- 
tions completely excluded. 

Caclede Gas Light.................... Nil Nil 33% 201 26 See A-3 Outlook beclouded by politics and litigation. Arrean 
on the preferred. 

Loulsville Gas & Electric “A".......... 1.64 2.20 301%, 20 26 1.50 A-2 Does better. Profit favorably affected by large refund- 
ing operations. 

National Power & Light.......... sces ‘ORS 1.00 147%, 956 13 0.60 A-2 Continuance of the improvement might well bring @ . 
larger dividend. 

WOW FOU DIOOID oo65 5 icc cc cccvaccvcee 0.41 0.60 21 145 20 ass A-3 Warm winter likely to have adverse effect upon the 
company's sales volume. 

@Niagara Hudson Power............... 0.50 0.70 17%, ™H%, 17 ee _  An@ Dividends d last D b Capital structure 
In process of revamping which, in Itself, will result in 
substantial savings. 

®North Americen.................... 1.35 1.70 35% 2314 32 1.50 A-2 a better, Extra dividend of 25 cents paid in De- 
cember. 

Pacific Gas & Electric................. 2.10 2.75 41 i 30% - 37 : 1.50 A-2 Last quarterly dividend was 50 cents compared with 
371% cents previously. Refunding operati have 
effected great savings. 

MCG EMEMIND 5 65.550 6'9.0.0's o5s908 se e''s0 4.35 4.10 58%, 445, 51 2.70 A-2 Rate reductions and non i lower earn- 
ings moderately below record levels. 

Peoples Gas Light & Coke............. 1.52 2.00 58 38 54 ....  A-® Important rate cases pending. 

Public Service Corp. of N. J............ 2.53 2.68A 501% 39 52 2.60 A-2 Year-end extra of 20 cents declared. 

Southern California Edison............. 1.65 2.50 321% 25 31 1.50 A-2 Recently declared special dividend of 121 cents In 
addition to regular of 374% cents, both payable Febru- 
ary 15. 

Standard Gas & Electric............... Nil Nil 9% 514 13 oe A-3 In process of reorganization under Section 77B of the 
Bankruptcy Act. 

Stone & Webster.................... 0.04 0.40 301% 145% 31 0.25 A-2 Dividend paid in December, the first since May, 1932. 
Outlook particularly bright for construction division. 

UE NUID o oo srksin 25a sc aaa censw eu’ 0.11 0.19A 9% 53% 7 0.20 A-2 Pays out slightly more than was earned last year. 

SS yy eee ae Nil 0.30 103%, 4 13 ee A-2 Stages rapid recovery, but large dividend accumulations 
on the first and second preferreds. 

United Gas Improvement.............. 1.09 1.10 1914 1414 16 1.00 A-2 Neither ings nor dividends likely to fluctuate very 
much over the neer future. 

United Light & Power “A"............ Nil 0.35 By, 3% 10 aah A-2 Doing better. Dividends accumulated on the preferred. 
are substantial. 

Utilities Power & Light................ def def 7 31% 4 mee A-3 Legal position continues obscure. 

POOR ibis sohie ac cans cross. 5.03 6.50 961/, 72% 82 2.00 A-3 Quarterly dividend of 75 cents paid January 15. Wul- 
nerable to higher labor costs and Social Security taxes. 

E—Estimated. A—Actual earnings. a—Year to June 30. @—In our opinion, the more attractive profit opportunities. 
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Record-Breaking Period Ahead for Equipments 


Disibiiies over the accompanying tables it will be seen 
from the figures available that there is not a single mem- 
ber of the various equipment groups that failed to es- 
tablish a gain in earning power last year. The degree 
of advance, of course, varied. Those companies that 
had already turned the corner in 1934 and 1935 made 
less impressive gains than those with which “red” fig- 
ures lasted longer. Similarly, one might reasonably ex- 
pect, now that fundamental conditions are favorable, 
that the laggard railroad equipments will make a more 
impressive showing during the current year than their 
contemporaries in other groups where the earning power 
already is substantial. 

J. M. Symes, vice-president in charge of operations 
and maintenance of the American Association of Rail- 
roads, recently testified before the I. C.C. to the effect 
that reserves of railroad equipment were practically ex- 
hausted and that it would take only a modest increase 
in freight traffic to necessitate large purchases of equip- 
ment. He estimated that a further increase of 5 per 
cent in freight would make the railroads short 60,000 
cars and 800 locomotives. The Shippers’ Regional Ad- 
visory Boards estimate that carloadings in the first 
three months of this year will be more than 9 per cent 
above the corresponding period of 1935. Although or- 
ders for freight cars last years aggregated some 50,000 
units, these will not be nearly enough if the prospective 
increase in freight traffic even approaches fulfillment. 
Moreover, apart from the clearly indicated demand for 
new freight cars, the railroad equipment companies will 
be beneficiaries of a large rebuilding program. There 
are still several hundred thousand old arch-bar truck 
cars to be converted to modern design and there are 
possibly a million-and-a-half cars with the old-type air- 
brakes and which are to be given the new AB type. All- 
in-all makers of railroad equipment of whatever kind 
can see a great deal of business in the offing. 

The makers of machinery and electrical equipment 
did much better last year because of the electrification 
and modernization of industrial plants throughout the 
country and because of the sustained demand for house- 
hold apparatus. The rehabilitation of industry must be 


considered as no more than just underway at present 
while the public utilities have not been heard from in 
volume but, with the output of electricity at record 
highs, it would seem that they must shortly expand 
plant and transmission facilities, regardless of the po- 
litical question. 

Foreign demand, always something of a factor in 
machinery, electrical, business and farm equipment. 
promises to become increasingly important during the 
course of the present year. It might be expected, of 
course, with business conditions throughout the world 
much improved and because of the more-or-less stable 
state of the important exchanges, that there would be 
an increase in our exports of machinery. On top of what 
might be termed a normal increase, however, there are 
clear signs of additional business being imposed. Many 
Zuropean manufacturing establishments are working at 
capacity, trying to fill the demand which springs either 
from very active peacetime business or the armament 
race which almost every country has entered. Prospec- 
tive purchasers of machinery, finding that they cannot 
obtain prompt deliveries, or in some cases that no deliv- 
ery date will be set at all, are turning more and more 
to this country. 

While it was always likely that the makers of busi- 
ness equipment would experience an increased demand 
for their products as trade and industry improved, their 
prospects have been notably bettered by the countless 
laws that have further complicated the keeping of busi- 
ness records. The Government itself is directly inter- 
ested in much new business equipment. Its activities 
have greatly increased on every front: the administra- 
tion of the Social Security law alone will require a great 
deal of recording machinery. 

The outlook for the agricultural equipments compa- 
nies rests directly on the farmers’ purchasing power. 
This continues much improved. With debt scaled down, 
high prices for farm products, government bounties and 
their guaranteed continuance, it seems certain that the 
farmer will continue to make up as rapidly as possible 
the ground his equipment -lost through neglect during 
the vears of depression. 
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Business 
Lee Earned per Share Price Range ‘Divs. Mar- Fi a ~ 
—_——_—_—_—___. ——1936— Recent Paid ket 
_COMPANY = i935 :1936(F) High Low Price 1936 Rating ge: 
Add graph-Multigraph............... 1.11 1.70 37%, 221%, 35 0.95 A-1 Earnings and prospects would seem to justify a larger distribution 
2 : Se = oo to stockholders. 
Burroughs Adding Machine.............. 1.02 1.50 344% 25 35 1.20 A-1 oud cnoctel dividend of 60 cents at the year-end. Outlook 
favorable. 
international Business Machines............. 9.88 10.0) 194 160 187 7.50 A-1 Social Security recording widens field. Company faces bright 
meee Ce Ree, Pa oe ee en prospects. 
National Cash Register................ 0.93 1.70 325%, 2114 35 1.00 A-1 Large increase in sales reported for last year: trend should con- 
Ss CS. ; a ae ee tinue. 
0” eae ; 1.24¢ =e 25 17% 25 0.30* A-2 Strikes and extraordinary d in transferring oper- 
"4 bale ; one ae aside ations cut last year's net. 
Underwood-Elliot-Fisher.................. 4.36 4.50 102% _ 14 93 2.87% A-1 Last quarterly dividend was 75 cents a share: increase expected. 
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es es es e 
Position of Leading Equipment Stocks—(Continued) 
Railroad 
an ees Oe ~ Earned per Share Price Range a ia  +;+« > 
————— er Seeent eae eee 
' COMPANY _. . ___ 4% 1936(E) High Low Price 1936 Rating _ COMMENTS 
TAmerican Brake Shoe & Foundry........ 1.70 3.00 70% 40 70 4862.60 A-1 | Doing well, but automobile strike may affect motor brake-lining 
ae ivision. 
@ American Car & Foundry........ : def b 75 601% 30 64 A-2 | eee good: should pay something on non-cumulative pre- 
: eres ‘erred shortly. 
@American Locomotive................. def re 48% 23% 47 ~~... A-2 Last year should show first profit since 1930. 
| @American Steel Foundries. ...... Be aieccacs 2.40 64 20% ae 1. 00 __A-1__ Railroad equipment buying foreshadows larger dividends. 
Baldwin Locomotive..................... ae. def 11%, 2% +10 A-2 | | __ Legally tangled, but busi ph UH] y improved. 
|) Se ere ; Ni ‘Ni .... i Pee 4 ‘A-2 1936 statement expected to show substantial earning power om 
‘ a the preferred. _ 
General A American Transportation . . .. 264 3.00 76 £.42% |$279 3.00 A-1__ Dividends follow profits closely. 
General ROWS SGGN os see. Me 75 100 57 (32, 61 + +1.00 A-1 More freight and faster schedules brighten outlook 
FUAILOCOMOUVE. 5.56. c ca cccccscccnne def ae 63% 25% 63 A-2 | May report nominal profit for last year. Current business much 
National Malleable & Steel Castings. Rees _ 0.23 a 3.00 61% __ 54 612.00 A-1 Larger profits and dividend: cted, 
SCO PUN TINE Ss 5 iois ce cesccccccccce def 2.80 83 321% 82 2.50 A-1 Has large unfilled orders on the books: much additional busines» 
ae: Sie an eee! , in prospect. 
ble S Poor & Co. “B’......... ieee ane. ae Se 27 A-1 As of 12 1.36 arrears on the preferred totalled $6.50. 
b Pressed arr ae Seren m ae. 28% «1 17% 27 _A- -2 ~~ Recently d from reorganizati 
e f Pollan, Inc..... 2.2.00... eee e eee eee def 1.80 697% 36% 70 1.50 A-1 ee eppest likely to receive larger dividends this year 
lat _ ee ‘oJ than last. 
. SS See eens 0.63 41.30 60 27 60 0.95  A-1 Believed to possess the potentialities for lerge earning power. 
ire Symington-Gould, a sae eevee - 15% «12% 17 xe A-2 A recently formed consolidation of two well-known companies, 
ny Union Tank Car ............... a) 1. 50 31% = 22% 29 1.20  A-3 _Possesses an unusually stable earnings record. 
' Westinghouse Air Brake... . 0.30 1.20 50% 34% 50. 1.871% A-1 Outlook greatly improved. Much new rolling stock to be buil? 
a _ ee ee ee ee and old to be rehabilitated. 
ler aa ie a i a - ne 
nt Agricultural 
»C- . | SSS Se ere” ae -... 986 92% 158 4.00  A-1 Outlook good if only company can avoid continuance of labor 
=. 1 he OS oe) See a} * trouble. 
ot [LE Sere eee eerreer : 3.91a 8.00 108%, 52 123 A-1 Large current earning power: should liquidate arrears on the pre- 
V- q aS ame i le ; i teired shortly. 
Intemational Harvester.............. ws 327 .... 105% 56% 109 2.50  A-1 Expected to pay considerably more this year than last. 
re ' Minneapolis-Moline Pwr. Impl............ Nil A 12% 6% 15 A-2  Recapitalization plan likely to eliminate lerge “preferred dividend 
arrears. 
4 MUI aa 0 id iv 5g sno aie Ain nine is me 3 3,80 59% 24% 58 a A-2 Earnings recover rapidly. 
SI = — a a — = — 
id Machinery and Electrical Equipment 
uF *Allis-Chalmers CR ae ee ae ee 35% 80 1.50 A-1 Funded debt eliminated. Largei in earnings expected. _ 
SS American Machine & Foundry............ 1.12 1.20 29% 21 24 0.85 A-2 —— of automatic cigarette and cigar machinery is broad- 
<e eS ___ening line. ; ae 
a MRO WICK 65 ioc sce c sees.» 9099 140% 70 152 2 = 2.85 A-1 Demand for steam boilers is growing on a wide front. 
r= eee 1.36d  —-2.74d ~=—341Q S181, S38 Cw... += A=1__-Pays 25-cent dividend in 1937, the first since 1930. 
4g ion 27 13% 23 aise A-2 Planning recapitalization to eliminate preferred arrears. 
0.50 ) 21%, 8% 21 _.. _A-2 Large arrears on the preferred entirely eliminated last year. 
- 2.50 35% 20% 44 (1.75 A-1 May well pay even more this year than last. 
t 5.23A 91 54%, 96 5.50 A-1 Extra dividends in preferred stock being paid to avoid tax on 
2 ___undistributed profits. 
Chicago Pneumatic Tool........ nes 0.48 220 24% 12% 31. —....__A=1__ Arrears on the preferred as of 1.2.37 amount to $17.50 « a share. 
le SRR aera ; 1.82 4.00 8334 43%, 85 2.75 A-1 Outlook is good for this maker of specialized electrical equip- 
ment. 
. Doehler Die Casting................. 1. 239 400 38% 27% 40 1.00 A-1 Last year eliminated all arrears on the preferreds and red d 
; ee: ee wigs the issues January 1. hot eae 
j Electric Storage Battéry.............. ‘ 2.47 ae 5514 3934 43 2.75 A-2 Meets keen competition, but derate imp t should 
7 continue. 
2 Ex-Cell-O—Aiircraft & Too!....... pone 1.20 ) 23% 1 4%, 24 0.75 A-1__Line of tools and parts being aggressively expanded. 
Fairbanks, Morse eacsiotcee oe se 4.50 __ 15%, 34% a 1.25 a 5 CA 1 Current earning power foreshadows larger dividends. 
: Ls a ae 2.54d 3.33d 48% 32 50 1.00  A-1 Large margin of earnings over dividends would appear ‘able to pay 
mor:. 
Foster Wheeler............... ease Ls 45% 24% 53 .... _A=2 Understood to be currently on a profitable basis. 
Lo nn S7 1.60 55 341 64 1.70 A-1 1 Fourth quarter, ct orders at 7-year high. Utility expansion 
—— est o8 gripe. prospe: es 
SNS Si ea d's did asses obs 3.50 eae 147 106 135 6.00 A-1 = More than ordinarily strong fi ial position makes the dividend 
ie eo = outlook the rishter = : 
3 eS aaa ene) ae ae ee 60 2.50 A-1 Further extras may bly be expected. 
cadet, can Re ee ion nicens . 3.11 oats 65 405 62 3.75 A-1 Plant expansion planned in heavy industries favor company. 
Myers (F E)'A Bros..................... 3968 493% 62% 43 59 2.75 A-1 Outlook is f ble for this important manufacturer of pumps. __ 
National Acme.................... 0.51 1.20 191 121% 22 0.75 A-1 Orders for automatic machinery in general are the highest on 
recor — 
National Supply................... ... Ni 7.50 £%S% 419% 67 A-1 ia on the preferred as of the end of last year totalled $33.25 
a share. 
Niles-Bement-Pond.......... ee we _.-. 52% 28% 50 1.00* A-1 1936 report should show earnings well over double 1935. 
Square De"... , cashier 2.70 43% 21% 45 1.94 A-1 Doing well. Stock was split three-for-one last year. 
United E i rT Foundry .. Peru we ee 3.50 50% 32% 50 3.25 A-1 Expected to report an all-time high in earnings for last year. 
ee def 0.40 1234 S%H 15 ~ A-2 Demand for valves and pipe fittings has grzatly increased. Larger 
aie Ri Pa wide sat CO ay earnings exp 
© Westing LO eee 6. 00 = 153% 9414 161 5.50 A-1 Last year's dividends were a generous part of earnings. 
Weston Elect. instrument................. 0.98 1.10 33% 225 30 0.85 A-2 Moderate gains in earning power expected to continue. 
Worthington Pump & Machinery........ : def ae 36%, 231% 45 A-2 Will recapitalize following tion in Del. , in order 
hee. to eliminate preferred arrears. 
E—Estimated. a—Yearto Oct. 31. b—Yearto April 30,1936. ¢—Year to March 31,1936. d—YeartoSept.30. °—Plusextrainstock. f—Yearto Oct. 31. 
®—1In our opinion, the more attractive profit opportunities. A—Actual earnings 
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New Corporate Finaneing 


Gains Momentum 


Low Money Market Results in Rising Totals 


of Refunding and New Capital 


BY O. L. 


BLACKMAN 





i. the year recently ended cor- 
porate financing was the largest 
in six years. It amounted, ac- 
cording to The Commercial and 
Financial Chronicle, to $4,631,- 
000,000, more than double the 1935 
volume but far under the record 
high of $11,000,000,000 in 1929. 
By far the major part of the 
year’s offerings represented bond 
refundings, but in considering the 
outlook for 1937 financing certain 
tendencies of recent months are 
more significant than the 1936 
totals. 

Whereas early last year offer- 
ings consisted preponderantly of 
high grade bonds, especially by 


Whereas early last year offerings consisted 
preponderantly of high grade bonds, especi- 
ally by operating utility companies, put out 
for the purpose of scaling down interest rates, 
there developed in later months a growing 
diversification in the classes of securities of- 
fered and a gradual rise in the proportion of 
financing represented by new capital issues, 
both bonds and stocks. 
this tendency will be even more marked this 
year, with increasing flotations of speculative 


or semi-speculative securities. 


expected to follow this method 
To the extent that it is followed 
it will tend to hold down new cap 
ital issues publicly offered. 
There is still a large need for 
refunding operations, however, as 
well as for new capital issues by 
companies not in a position to 
raise money through stock rights 
The total of such financing this 
year will depend very largely 
upon the ability of second grade 
companies in the public utility. 
industrial and railroad fields to 
market their issues; and that, ip 
turn, will depend upon the course 
of general business activity and 
the trend of interest rates, as wel 


It is probable that 





operating utility companies, put 

out for the purpose of scaling down interest rates, there 
developed in later months a growing diversification in 
the classes of securities offered and a gradual rise in the 
proportion of financing represented by new capital 
issues, both bonds and stocks. It is probable that this 
tendency will be even more marked this year, with in- 
creasing flotations of speculative or semi-speculative 
securities. 

Although it is certain that new capital flotations will 
show a substantial rise and a much bigger percentage 
rise than total financing, comparison is still with a very 
low 1936 level and there is no reason to suppose new 
capital raised will remotely approach that of the average 
of the late Twenties. Many corporations are still plenti- 
fully supplied with cash and others which need funds 
for capital expansion are resorting to issuance of rights 
to shareholders, which, of course, involves no public 
offermg. Recent prominent examples of this include 
Texas Corporation and Johns-Manville. Given a con- 
tinued strong stock market, other companies can be 
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as upon the varying factors af- 
fecting the credit position of the specific companies 
desiring to offer issues. 

For example, the ability of many public utility hold- 
ing companies to market securities depends not only op 
business and market conditions but equally upon clarifi- 
cation of the status of such companies in their relation 
to the Government’s somewhat confused power program. 
Private utilities operating in the T V A area could not at 
present re-finance themselves to advantage, regardless 
of how favorable the general bond market happened to 
be. The same goes for many of the weaker railroads. 
pending either a stronger traffic gain or clarification of 
wage and legislative uncertainties or both. 

To the extent that financing for the first half of the 
year is affected by the course of total business activity. 
the prospect is highly favorable. Barring an unduly 
protracted period of strikes in the motor industry or 8 
spreading of C. I. O. strikes to the steel centers, the 
volume of business—which is right now more than 20 
per cent above the level of a year ago—should be larger 
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than it was in the first half of 1936 by a substantial 
margin. Virtually all responsible forecasts agree on this, 
including the Treasury’s carefully prepared estimates of 
income tax receipts. 

If such is the course of general business it will neces- 
sarily tend to encourage further broadening of plant 
expansion and modernization programs, with resultant 
stimulus to financing. Recent numerous announcements 
of capital expansion programs by various leading com- 
panies, notably United States Steel, are forerunners of 
others to come. 

As heretofore stated the trend of interest rates will also 
be of paramount importance in its influence upon com- 
ing corporate financing, and the chief factor to be con- 
sidered here is the money policy of the Government. 
While there is not the pressure for borrowing new money 
now, the refunding program the Government faces over 
the next few years calls for its continued effort to keep 
money rates low. A slight rise in the rate for short term 
funds is conceivable, and in fact is already indicated, 
but there is little indication of an advance in the long 
term interest rate. 

A change in the reserve requirements of banks suffi- 
cient to cause liquidation of Government securities from 
bank portfolios, of any consequence, does not seem likely 
in view of the necessity for supporting the Government 
market. 

Neither can we envision as probable, a demand for 
credit sufficient to supplant high grade bond-holdings 
with commercial loans in the next year. For a material 
change in the commercial rate, a demand from borrowers 
would have to develop out of all proportion to recent 
experience. There has already been a tendency to build 
up inventories in anticipation of price rises, by textile, 
steel and other companies, yet the effect on loaning rates 
has been very small. 

Whether tendencies for short term rates to advance 
will result in institutional liquidation of low yield bonds 
isa matter of psychology. We would not expect enough 
evidence to develop in 1937 that the turn had come for 
this to be likely. 

It must not be forgotten also that the Federal Reserve 
appears to be operating under a social policy of low rates 
for borrowers. While it must attempt to control booms 
on the one hand—by sterilizing imports of gold and 
keeping the credit base within reasonable limits—it must 
also aid the Government’s financing problem. 

Of course, if there were any noticeable change in in- 
terest rates in London it is likely that they would sooner 
or later affect us but as long as the British Treasury is 
interested in continued low rates, irrespective of bank- 
ing pressure for a more productive return, there is not 
apt to be much change. Continued collaboration on the 
sterling-dollar rate seems probable and minimizes any 
early spread between interest rates in the two countries. 

The combination of the foregoing factors indicates 
little early change in the level of long term interest rates. 
Granted that business moves forward in the next six 
months we see no reason why refunding and the raising 
of new money should not continue its 1936 pace. True, 
some offerings have met with market resistance of late, 
but a matter of 14 of 1 per cent to insure a successful 
flotation should not prove a barrier to any company. 

According to the Dow-Jones compilation public utility 
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financing in 1936 led the field with $1,936,000,000. In- 
cluded were numerous large issues that represented 
refunding by the principal utility companies. So much 
was done by them last year that only a relatively small 
amount of their financing remains to be done. However, 
in the category of second grade credits there are poten- 
tial offerings for the simplification of capital structure 
and the refunding with lower interest rates. The favor- 
ableness of the market remains the dominating factor 
in the probability of their accomplishment. 

As maturities in the public utility group during 1937 
are relatively small, financing will in large measure be 
the result of called issues and capital revamping. 

The Administration’s attitude will of course have a 
decided effect on the extent to which expansion and 
construction work is done by the utilities. Irrespective 
of the political factor some of the companies will have 
to yield to pressure for increased facilities. The build- 
ing program would be tremendous if threats of govern- 
ment financed competition were moderated. Even 
should this occur there is a question whether plant 
expansion would result in new security offerings. Com- 
mercial banks have been extending credit on a longer 
than usual basis to cover (Please turn to page 520) 
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Recent Large Financing 





American Telephone & Telegraph..................................-.§160,000,000 
CN TONE ION 5 6.6.5. 5.5.65 5 oiese inn 4 ob kas Bese Eke aes yarns 55,052,694 
So a ee GOO Ce EE rae 50,000,000 
Tide Water Associated Oil Company.....................-02-000055 40,000,000 
Oklahoma Gas & Electric. . PrkKes Dee eweewere diame seamen 35,000,000 
RGMtR TANI OPO 5 6 oooh wae ee ese ce des se ses daceeeeg 27,500,000 
Coie CUNPON COMI 6 none bb oi oc bec c cee ce ees steeeeeeses 26,834,000 
Pacile Telephone Dt TOlGGOON. . ww. oon conc dc cee saeeccccncneeecs 25,000,000 
pO NE ree ee ee TN? Ee 20,000,000 
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INDUSTRIAL RAYON CORP. 





Makes Technical Development Pay 


Larger Earnings Indicated 


BY ERNEST. 


= is one of the most remarkable of the so-called 
new industries. Prior to the World War, rayon was 
artificial silk, and very artificial at that. Most of it 
went into cheap clothing, not a little of which came 
apart in the hands during the first wash and sometimes 
melted, disappearing altogether. In twenty-five short 
years, however, rayon production has moved from a few 
million pounds of sleazy thread to a billion pounds of 
man-made fiber which is more versatile than any which 
nature saw fit to give us. Today, rayon is almost as strong 
as silk. Its resistance to moisture is taken for granted. 
It is of uniform fineness, texture and color. It no longer 
has to shine like a Christmas tree ornament, but can be 
obtained with a lasting flatness, or dull-lustre. It can 
be woven with all kinds of other materials and a practice 
finding increasing favor is to cut up rayon’s continuous 
thread into a staple which is then mixed with other 
materials in the spinning. 

Twenty years in the rayon indus- 
try entitles a company to a founders’ 
‘membership. Among those that could 
validly lay claim to such a position is 
the Industrial Rayon Corp., one of 
whose predecessors was the National 
Artificial Silk Co. which set sail over 
rayon’s uncharted seas about twenty 
years ago. Naturally, with technical 
progress being made at a feverish 
rate, corporate history is apt to have 
its complications and it was only after 
a number of mergers and absorptions 
that in 1925 the company emerged in 
its present form. 

Although Industrial Rayon is by 
no means the largest unit in the in- 
dustry, its growth has been remark- 
able and the expansion continues 
apace. Official figures are not avail- 
able, but the company’s present ca- 
pacity is probably not far from twenty 
million pounds a year and a rough 
idea of its position can be obtained 
by comparing this figure with an 
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estimated total production of rayon last year in the 
United States of two hundred and seventy million 
pounds. 

Any conclusion at which one might arrive from these 
figures, however, must make allowance for the fact that 
towards the close of 1936 Industrial Rayon bought 408 
acres of land near Painsville, Ohio. On this it will erect 
a plant costing between seven and ten million dollars in 
all, which will have a capacity of some twelve million 
pounds of rayon a year. The new plant will be the first 
of its kind in this country and will be devoted exclu- 
sively to bleached cone yarn for the weaving trade. 

Rayon, until some four or five years ago, was sold 
in skeins which had to be wound onto spools and then, 
after treatment, into cones. There was an appreciable 
expense involved in this rewinding—possibly five or six 
cents a pound. While at first the cones commanded the 





Photos courtesy of Industrial Rayon Corp. 


Machine for spinning rayon thread from viscose solution 
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remium to which they were obviously 
entitled, it was not long before competi- 
tion narrowed the price-differential to the 
vanishing point. This meant, of course, 
that the producers of rayon were absorbing 
an item of considerable expense previously 
borne by the weavers. 

Rather than submit to the large expense 
for machinery and plant facilities which 
would have been necessary had Industrial 
Rayon gone into the production of cones 
by the old methods, the company made in- 
tensive efforts to discover whether or not 
the skein and re-winding stages could be 
eliminated altogether. The new plant is 
the result of the discovery that it could be 
eliminated. The new process is one con- 
tinuous operation in which the rayon is 
spun, chemically treated, twisted and 
bleached and wound into the cones de- 
manded by the weaver. 

Industrial Rayon recently formed a 
wholly-owned subsidiary—Rayon Machin- 
ery Corp.—with an initial capitalization of 
$1,000,000. The business of the new com- 
pany will be first of all to manufacture the 
machinery for the parent company’s new 
plant and then to sell or lease machines to 
other manufacturers. Because of the large 
reduction in cost effected by the new proc- 
ess, one can foresee its general adoption 
by other rayon manufacturers with hand- 
some profits for those who developed it. 

Although Industrial Rayon has had the 
advantage since birth of a ballooning de- 
mand for its product and is believed to have had costs 
as low as any in the industry, there have been wide 
fluctuations in net income. Such fluctuations are char- 
acteristic of cotton and woolen textile companies and 
apparently the newest division of the industry is to fall 
into line. In the case of Industrial Rayon an operating 
profit of more than $2,000,000 in 1934 fell to $1,500,000 
in the following year owing to a combination of price- 
cutting and an eleven-week strike at its Cleveland plant. 
Complete figures for last year are not available, but 
from the indications given in the interim statements it 
looks as if the company had regained the ground lost 
and was back to the 1934-level. 

For the first nine months of 1936, Industrial Rayon 
reported an operating profit of $1,574,113, compared 
with an operating profit of $1,057,778 in the correspond- 
ing previous nine months. Net income for the two 
periods was $923,557 and $415,919, respectively, equiva- 
lent to $1.52 and $0.69 a share on the outstanding com- 
mon stock. Earnings for the full year 1936 should 
exceed $2. The company’s capital liabilities consist 
solely of 606,057 shares of common stock of no-par 
value. There are neither bonds nor preferred stock 
outstanding. 

Industrial Rayon’s liquid finances are in an exceed- 
ingly healthy state. As of June 30, last, current assets 
amounted to $10,500,000, of which some $4,400,000 was 
in the form of cash or United States Government obliga- 
tions, while current liabilities were less than $1,000,000. 
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Rayon yarn in cones, skeins and tubes ready for shipping 


Despite such an enviable position, however, it is quite 
possible that the company enter the market for addi- 
tional funds before very long. There is the new Pains- 
ville plant to be financed, the new machinery subsidiary, 
a three-million-dollar expansion of the Cleveland plant 
announced last September and, finally, consideration 
must be given to the fact that a larger volume of busi- 
ness requires just that much more money. When, and 
if, it becomes desirable to raise additional capital, it is 
likely to be done by offering present stockholders rights 
to subscribe to more stock. 

In view of what Industrial Rayon faced in the way 
of expense, it must be considered to have behaved 
generously to stockholders last year. Dividends totalled 
$2.10 a share for the year, while in December an extra 
of 50 cents was declared, payable January 2, 1937. 

Fundamentally, the outlook for Industrial Rayon is 
a good one. There is no reason to suppose other than 
that the demand for rayon will continue to expand. 
Research is constantly developing a better product and 
processes which reduce its cost. At the same time, 
experimentation on the part of weavers is bringing to 
light novel fabrics, the like of which could never have 
been achieved with cotton, wool, or any of the old 
“natural” fibres. Many of these modern fabrics neither 
look nor feel like rayon and the average purchaser could 
never tell that they are indeed made of this material. 
Just as an example of what can be done with rayon, 
there are the remarkable (Please turn to page 598) 
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Opportunities in 
Convertible Preferreds 


Issues Yielding Current Income and Offering 


Conversion Features of Prospective Profit 


Selling Close to Conversion Point 





Sharon Steel Corp. $5 Conv. 


Preferred 
Amount Outstending................. 40,000 shs 
ES ea a5G wha Senen ns eeeck a oss ser ee 1021, 
EE OEE Re a Oe 10714 
Conversion Price................. 35 
Common 
NUN 65 Sian. sc bis a oe oles ss cws0de-0es 32 





Sharon Steel Corp. $5 convertible 
preferred was issued last March as 
part of a refinancing operation, 
which also involved the sale of $2,- 
000,000 414% convertible deben- 
tures, due 1951. Proceeds from the 
sale of the two issues were used to 
retire $5,328,000 514% 1st mortgage 
bonds due 1948 and for other capital 
purposes. At prevailing quotations, 
the preferred shares yield close to 
6%, an attractive rate of return un- 
der present circumstances, plus the 
strong possibility that the convert- 
able feature will become increasingly 
valuable in the months ahead. 

Sharon Steel is one of the smaller 
steel manufacturers, with output 
consisting principally of bars, bands, 
hoops and some sheets. During the 
past year, however, output of hot 
and cold rolled stainless steel strip 
has expanded considerably and made 
important contributions to profits. 
Frincipal customers include the au- 
tomobile industry, which accounted 
for about 55% of 1935 output, 
and manufacturers of barrels, steel 
drums, electrical refrigerators, wash- 
ing machines, stoves, etc. 

In common with the great major- 
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BY LLOYD CARLSEN 


ity of steel companies Sharon’s op- 
erations were conducted at a 
deficit for five successive years dur- 
ing the depression. Losses, however, 
were absorbed with impairment to 
finances. Since 1934, the company’s 
earnings have displayed exceptional 
recuperative power, so much so in 
fact that indicated profits for last 
year were not far short of the record- 
breaking level of 1929. Estimated 
earnings for last year are placed at 
better than $1,250,000, or about $3 
a share for the 368,359 shares of 
common. This would compare with 
$2.74 a share earned in 1935, when 
no preferred stock was outstanding. 
Dividends were resumed on the com- 
mon late last year at the rate of 30 
cents quarterly and were augmented 
by a 75-cent extra. The company 
is reported to have entered the cur- 
rent year with a sizable volume of 
unfilled orders on its books and 
while operating costs have been in- 
creased by higher wages, prices have 
been advanced so that profits in the 
initial quarter should compare fa- 
vorably. 

The preferred shares are con- 
vertible into common stock at $35 a 
share up to May 1, 1939; at $40 to 
May 1, 1942; at $45 to May 1, 1946; 
and at $50 to May 1, 1951. With the 
common selling at 32, in close prox- 
imity to the conversion price, and 
but little more than ten times indi- 
cated earnings for 1936, the junior 
issue itself appears to be a promis- 
ing speculation. The preferred, on 
the other hand, offers a better in- 
come return than the common, while 


the convertible privilege enables pre- 
ferred holders to share the specu- 
lative possibilities of the common. 


Rising Earnings Trend 





Food Machinery Corp. 42% Conv. 


Preferred 
Amount Outstanding.................. 20,000 shs. 
RN a Soke nade awe aneeea van 117 
a, . SESS ane pnae ere RMR R EER De 105 
SINR id Sisco wed toe nina oeee er (see text) 
Common 
Recent Price... . . ; bite See oa 





Issued about a year ago at $102, 
the 414% convertible _ preferred 
shares of Food Machinery Corp. are 
currently selling on a basis to reflect 
the value of their conversion privi- 
lege. This feature enables holders 
of the preferred to convert into 24 
shares of common stock at any time 
up until the end of 1938, and on the 
basis of the above price for the com- 
mon has a value equal to $112.50 per 
share of preferred. The common 
stock is paying dividends at the rate 
of $1 a share annually, so that con- 
version of the preferred shares at 
this time would result in reducing 
the cash return from $4.50 to $2.25 
per share annually. The dividend 
on the common would have to be 
more than double the present rate 
to make it profitable to convert the 
preferred, unless, of course, the pre- 
ferred shares were to be called 
However, a dividend of at least $2.50 
a share on the common is easily 
within the realm of possibilities. 
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For the fiscal year ended Septem- 

' ber 30 last, the company earned the 
| equivalent of $3.33 a share on the 
| 994,444 shares of common stock and 
there is ample reason to believe that 


q profits this year will be further en- 
F larged. 
» largest manufacturer of machinery 
> and equipment for the handling of 
' various food products, including fish, 
» fruit, vegetables and canned meat 
products. 


The company is rated the 


The company also con- 
trols processes for adding color to 
iruit. Some of its equipment is 
leased and such returns account for 
about 14% of gross income. Or- 
ganized less than ten years ago, 
Food Machinery has recorded steady 
growth and expansion, and during 
the depression escaped with only a 
single deficit—in 1932. 

Last year the company was not 
subject to any tax on surplus earn- 
ings, but will be in the 1937 fiscal 
period. This factor plus the favor- 
able earnings prospect would seem 
to substantiate the possibility of in- 
creased dividends to the ultimate 
advantage of both common and pre- 
ferred shareholders. 


A New Oil Convertible 





Tide Water Associated Oil Co. 42% 
Conv. Preferred 


Amount Outstanding................. 500,000 shs. 
ee ee eee eae 103 
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By comparison, not one of the 
larger oil units, Tide Water Associ- 
ated has been persistently adding to 
its industrial prestige and stature, 
and its record of earnings has been 
good. Recent years, on the one hand, 
have witnessed important additions 
to the company’s facilities, notably 
greatly enlarged crude oil reserves, 
and on the other hand, a consider- 
able reduction in capital charges 
ahead of the common stock. The 
latest financing of the company in- 
volved the sale of $40,000,000 314% 
debentures due 1952 and 500,000 
shares of 414% convertible preferred 
stock. Holders of 626,221 shares of 
6% preferred stock have been of- 
fered the privilege of exchanging 
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their holdings share for share for the 
new 415% preferred and $2 in cash. 
Shares not thus exchanged will be 
called for redemption. Funds for 
the latter purpose will be supplied 
by the proceeds of the $40,000,000 
debentures. Also, $18,800,000 in 
notes will be retired. In addition to 
the new preferred stock and deben- 
tures, capitalization will consist of 
6,288,492 shares of common stock. 

Convertible privilege on the new 
4+4% preferred stock begins at 
$27.50 a share for the common until 
July 1, 1939, after which the price 
increases by progressive stages until 
1944 when it reaches $40 a share. 
‘arnings of the company for 1936 
have been officially estimated at 
$11,000,000 or about $1.25 a share 
for the common. Currently quoted 
around 21, or about six points below 
the level at which the conversion 
feature on the preferred would be 
valuable, the common appears rea- 
sonably priced, particularly in rela- 
tion to current prospects. Operations 
this year should more fully reflect 
not only the benefits of enlarged sup- 
plies of crude but the economies in 
fixed charges and operating costs, as 
well. Dividends of 15 cents quar- 
terly on the common are conserva- 
tive, and would be subject to an up- 
ward adjustment with any further 
gain in profits. All in all, the pre- 
ferred shares offer a sound invest- 
ment for income, with the convert- 
ible feature suggesting the presence 
of interesting possibilities for longer 
term price appreciation. 


Dynamic Earnings Prospect 





Minneapolis-Honeywell Regulator Co. 


4% Conv. Preferred 
Amount Outstanding................. 25,000 shs. 
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Notwithstanding the fact that de- 
mand for the company’s products is 
heavily dependent upon building ac- 
tivity, Minneapolis-Honeywell Reg- 
ulator was successful in maintaining 
profitable operations throughout one 
of the most severely restricted peri- 
ods ever experienced by the building 
industry. In this achievement, the 


company was aided by a modest 
capitalization. The company is one 
of the foremost manufacturers of 
heat-regulating and temperature- 
control devices for both private and 


industrial uses. Demand for these 
products has had the benefit of a 
steady upturn in the installation of 
new gas and oil-burning heating 
equipment. Air-conditioning also 
has been a factor. Research and 
the development of new products 
play an active part in the company’s 
success. 

The 4% convertible preferred 
stock was issued to retire an issue 
of 6% preferred and reimburse the 
company for capital expenditures. 
Aithough the shares yield less than 
314%, they are entitled to a strong 
investment rating and their con- 
vertible feature is a distinctly prom- 
ising one. Holders may convert into 
common stock at $120 a share, or 
about ten points higher than recent 
quotations. This price is in effect 
until December 1, 1941, after which 
it advances to $150. 

Last year, in the first nine months, 
the company’s sales were nearly 
$3,000,000 ahead of the same period 
of 1935 and for the full year it is 
estimated that earnings were equiva- 
lent to approximately $4.25 a share 
for the common stock. This would 
compare with $2.66 a share earned 
in 1935. Dividends late last year 
were placed on a $2 annual basis for 
the common stock and there is a 
strong possibility that regular pay- 
ments will be enlarged by extras this 
year. Considering the company’s 
record during a period when build- 
ing activity was at a low ebb, it is 
not difficult to envisage its earning 
power given the benefit of a genuine 
revival in construction. The pre- 
ferred shares, accordingly, present 
a commendable investment oppor- 
tunity. 





Attractive on Earnings 





Paramount Pictures Corp. 6% Second 
Conv. Preferred 


Amount Outstanding................- 644,140 shs. 
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(Please turn to page 528) 








Bank Stoeks Point Upward 


interesting Comparison of Earn- 


ings and Balance Sheet Items 


BY FRANCIS EDMONDS 


EARNINGS of the principal New York banks, 
exclusive of recoveries on loans and on securities, cov- 
ered dividends by a wider margin last year than in 
1935. A feature of significance to shareholders was a 
general movement to restore to surplus and undivided 
profits reserves no longer needed and proceeds of recov- 
eries actually realized. After these restorations the 
“earnings” per share were in some instances almost 
fantastic. These releases of reserves and recoveries im- 
mediately boosted the book values per share. An at- 
tempt has been made in the accompanying table to 
show approximately what operating earnings per share 
were in 1936 and 1935, insofar as these could be deter- 
mined from figures supplied by the banks, and the 
betterment, per share, after taking account of the 
charge-backs which increased book values. 

Profits on securities and recoveries actually realized 
are real profits out of which dividends may be paid, 
but the average conservative bank does not view such 
earnings in the same light as it does those derived from 
interest and discount on loans and other more normal 
banking operations, for the latter are recurrent while 
the former are not likely to be. Hence there is little 
chance that directors of sound banks will increase divi- 
dends because apparent earnings per share have been 
swollen by non-recurrent items. Such increments added 





to surplus and profits do make more secure, naturally, 
rates of dividends currently paid and they are quite 
important to many banks in that they increase the 
ratio of surplus to capital, keeping capital funds in line 
with deposits and leaving directors free to pay in divi 
dends in the future a greater proportion of earnings 
than would be the case were it necessary to build up 
capital funds to a higher level. 

With such favorable results in the background it is 
difficult to see how the shares of the best New York 


ings and prospects for tighter money, are anywhere near 
the level of appreciation which will be justified by 
coming events. 

These events include a further probable expansion in 
commercial borrowing, provided recovery sentiment is 
not chilled by too much monetary management and 
labor troubles. Commercial and miscellaneous loan 
earning assets last year rose 25 per cent, the first big 
gain since the depression began. There has lately been 
a slight firming tendency in short term money rates. 
partly attributable to expectation of further increases 
in reserve requirements which would exhaust surplus 
funds in New York before it would use them up in other 
sections, raising Wall Street money rates more abruptly. 

There are also such things as the prospective termi 
nation of shareholders’ double liability next 





































































































== July 1, not only for national banks but for New 

70 | York State banks under the recently enacted 

| | Stevens Act. This may make such shares more 

6S;-— mT Hy attractive for trust funds. Furthermore, the 

/ surface has hardly been scratched in the matter 

uy 20 — of recoveries and security profits, especially for 

= ~\ / some of the bigger banks which have _ been 
a 55 a f 1 ultra conservative. 

© | The only weak point in the earnings reports 

= 50 ae | | for 1936 of the principal banks, if it may be 

> , called a weak spot, is that the earnings before 

< 4s 4 TREND OF adjustments include a substantial volume of 

trading profits from purchase and sale of secur'- 

as ore. ot tT BANK STOCKS im ties. In some of the big banks, like Chase, divi- 

. gee | | | | dends received on stocks, which are not to be 

1932 1933 1934 19385) F MAMJJA SOND J permanently held, have contributed consider- 

et ess crevemn soc. ‘37 ably to income for the year. Trading profits on 

_ LILAC, £1 seciirities are to be distinguished from mark-ups 
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Table | 


Earnings Before and After Adjustments Per Share 
5 Book Value End of 
1936 1935 


Divi- 1936 1935 


Looking to the longer future, and assuming 
a further expansion in deposits which seems in- 
evitable, there may be attractive possibilities 
for sale of new stock to increase capital in the 
case of shares of those New York banks which 

















’ dend Before After Before After 
| Bank oF N.Y... $14.00 22.40 50.73 21.67 316.00 279.30 have capital funds totaling less in amount than 
| tank of Manhattan... 1.50 2.04 1.50 1.87 1.50 22.72 22.72 one-tenth of net deposits (deposits less ex- 
D penkers Trust... 2.00 2.93 4.22 3.25 5.04 39.58 37.35 changes for clearing house and other uncol- 
Cental Hanover..... 400 6.50 8.00 oR 6.03 83.62 79.62 lected items.) The bank share market would 
| Chase National. . ... 1.40 2.24 8.93 sea 1.82 30.68 23.16 ; ; : 
Dieta. .....00. 1.80 4.06 3.55 4.04 2.69 36.69 34.94 have to rise substantially to make such offerings 
Conmercial........ 8.00 11.89 11.39 9.68 212.78 210.89 feasible. 
laatihee...... 3.00 347° 448° 356° 3.27 43.25 41.77 Prospects for further extensive revision of the 
| Fint National... . 100.00 113.89 263.89 113.54 113.54 1169.71 1005.72 commercial banking laws, national or state, are 
© Guaranty Trust... ... 12.00 14.90 14.18 14.22 12.11 299.29 297.11 not disturbing, but there is likely to be proposed 
B iving Trust......... 0.60 0.73 0.93 0.70 0.93 22.13 21.79 legislation which if enacted may render less 
- hese eyes gc AM profitable trust department activities and make 
fe City**..... 1.00 2.42 4.07 2.05 1.47 25.31 22.76 necessary some reshuffling of trustee activities 
PNY Tattoo 5.00 9.09 17.09 8.12 5.73 80.54 68.45 among the different banks. In the end this 
rally, J Piblie National... 1.50 3.71 4.78 2.43 2.43 44.80 41.52 would hardly be. Uksly to cattall agpeaite 
* ‘In 1936, exclusive of $3.71 per share security profits and recoveries; in 1935 $3.38. : : 
| Quite Including City Bank Farmers Trust Co. earnings per share by an important degree. 
se the At the present time, despite the year end 
in Tine price advances which occurred, the bank shares 
a divi- of securities held, or releases of reserves formerly set up, still lag far behind other groups of stocks. Banks are 
nings F in that the former represent profits made on actual sales. not subject to the corporate tax on undistributued in- 
ild up Probably the bulk of the release of reserves in the case come and are unlikely to become subject to such a tax 
a of First National Bank did not result from sales of the because government policy is to strengthen, not weaken, 
1 it ish) investments in the securities portfolio, but from the es- bank capital structures. 
York tablishment of a higher sound value for them. Table I of per share earnings after recoveries includes 
eam-— If money rates rise and bond prices fall, the securities only those which have been carried into undivided 
€ nearé trading profits would be eliminated very largely but profits or surplus; it does not show recoveries which 
ed by} money otherwise employed, especially in loans, probably have been added to reserves and not carried to undi- 
Fs would earn more. The fall in prices for a long period vided profits or surplus. 
10n 11 fF would be harmless to the banks because their portfolios Table II compares important items from recent state- 
ent if asa whole are carried at levels millions of dollars below ments. Significant features of these statistics are the 
t_ and December 31 market values. growth in gross deposits which has brought about a 
loan’ Another reason why a fall in prices would be rela- general rise in the ratio of deposits to capital funds, 
st bel tively harmless is the fact that the banks which hold the divergent policies as to investments in government se- 
been F largest volume of treasury obligations have been careful curities and signs of an improvement in the ratio of 
rates. F to specialize in the shorter term issues. Complete fig- loans and discounts to deposits. Changes in the ratio 
reas: # ures for all the banks whose statements are analyzed of deposits to capital funds in the cases of some of the 
irplus F here are not available, but at the annual meetings banks have been influenced by changes in capital funds. 
other F of the stockholders many statements were 
iptly. made orally by Chairmen which gave the per- 
erm § centage of short to long term issues. The Table Il 
Nes Chase, for instance, has 90 per cent of its gov- Important Statement Items, 1936 vs. 1935 
emment security portfolio due within five ‘iia Gov't Gov't Deps. Times Loans & Dises. 
acted B years. Guaranty Trust, whose holdings of eS ‘thins — 
more § governments rank second only to the Chase, Millions % Millions % % 1936 1935 1936 1935 
, the f has about 74 per cent of its investment ma- Bank ofN.Y......$182.1 0.8 $59.3 —14 32.5 9.59 10.78 30.2 23.7 
atte F turing within the same period. Central Han- ®nkef Manhattan. s0a.1 5.2 80.4 $17.4 14.18 10.63 48.9 44.3 
Yau | wer has 85 per cent in short terms, and the CASI" Sos 01 sees 48 goo t0mn oat m9 M8 
. — City about 78 per cent. New YOrK Cisse Notional.....2996.2 10.2 780.0 +39 341 10.07 9.34 242 20.9 
tust’s ratio is 75 per cent due within five  cygmieal.......... 590.0 11.9 144.9 —21 245 8.04 7.54 38.1 38.6 
ports § years. For First National Bank the relation-  commercial........ 94.3 10.3 29.9 —3 308 6.27 5.79 50.2 469 
y be} ship between the proportion of short terms to Com Exchange..... 327.0 14.3 121.6 +4 40.2 10.08 9.13 14.9 16.7 
efore F total portfolio is only 45 per cent. But the First National...... 526.2 9.8 235.5 +20 44.7 4.50 4.77 13.4 19.6 
e O!f First National Bank holds some large blocks Guaranty Trust.....1744.8 15.3 590.1 +25 33.8 «6.48 95.66 38.5 39.3 
cur'- F of long-term bonds bought at favorable prices ‘vinsTust........ 595.6 0.7 225.5 +12 37.8 5.38 5.43 33.9 325 
divi f several years ago. These percentages suggest Manufectuen Trust. 631.4 11.6 238.4 8=6+4 (37.7 7.45 8.14 35.5 344 
0 be F that if the government security market weak- _Nstione! Citv.....1712.8 3.7 526.9 +3 30.7 19.84 9.83 34.3 33.1 
ider- F ened materially, the langer banks would await City Bank—Farmers. 106.4 21.6 32.3 —18 30.3 454 3.84 7.2 108 
s 00 f the run-off of their a aticeallid aia uk N.Y, Trust... 374.5 2.5 170.8 +12 45.6 9.30 10.68 34.2 34.4 
ee Public National.... 158.1 14.3 26.2 -—30 16.5 10.70 10.09 43.7 35.3 
“UPS F selling in the open market. 
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ATLANTIC COAST LINE 





Prospects Favor 


Higher Earnings 


Active Conditions in Florida Increase Traffic 


BY PIERCE H. FULTON 


(a Atlantic Coast Line Railroad has definitely “turned 
the corner,” in traffic and earnings. This is the opinion 
of the directors and officials, who are familiar with the 
territory served by the company, and likewise with its 
earning power, under anything like normal conditions. 
Last year was the best since 1931. The outlook for this 
year is even brighter. 

The real turn in both traffic and earnings came dur- 
ing the closing days of December, 1935, and followed 
almost immediately on the authorization by the Inter- 
state Commerce Commission of lower rates on citrus 
fruit on the sailing days of coastwise vessels, bound for 
northern ports. The diversion of this highly profitable 
traffic had become decidedly serious for the railroad, 
but now it is in a position to regain a fair portion of it. 
In addition, more active conditions in Florida generally 
are providing the road with greatly increased traffic 
of all kinds. 

The improvement in traffic and earnings of Atlantic 
Coast Line continued to expand throughout last year, 
becoming particularly noticeable as to earnings in July. 
For that month gross revenues were $2,887,143 against 
$2,431,221 for the corresponding month of the previous 
year. Net operating income had reached $129,187 com- 
pared with an operating deficit for July, 1935, of $282,- 
912. The degree of increase in that particular month 
was the more striking because it was the first month 
after the close of the marketing season for citrus fruit 
in Florida, which is from September 1 to June 30. 

In the succeeding months, Atlantic Coast Line’s gross 
and net earnings continued to grow. November was the 
best month in the second half of that fiscal period, the 
gross being $3,603,124 against $2,923,011 for November, 
1935. Net railway operating income had expanded to 
$503,645 compared with $286,227. 

In 1936, Atlantic Coast Line received dividends total- 
ing $6 a share on the 596,700 shares of Louisville & 
Nashville Railroad stock owned by it. These dividends 
added $3,580,200 to Atlantic Coast Line’s investment 
income and made it possible to report a net income 
after fixed charges for the first 11 months of last year 
of $2,008,358, equal to $2.43 a share against a net loss 
of $1,967,974 for the first 11 months of the previous 
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year. Except for the Louisville & Nashville dividends f 
Atlantic Coast Line would have reported a net loss after 
fixed charges of $1,781,482 for the first 11 months of 
1936. These figures clearly show the importance of 


Atlantic Coast Line’s investment in 51 per cent of Louis F 
In addition, the 


ville & Nashville stock outstanding. 
former company benefits traffic-wise by reason of itsf 
ownership of this controlling interest in Louisville &— 
Nashville. 


By those who are close to the management, it is esti- 


mated that a net income of about $100,000 for December 
This would? 


will be reported by Atlantic Coast Line. 
make the total of that item for the year approximately 
$2,100,000 and the rate per share practically the same 
as officially reported for the first 11 months. For the 
1935 fiscal year, there was a net loss of $2,529,455. The 
indicated net income for last year was essentially the 
same as for 1931, when it was $2,020,858. 


Strong Financial Position 


In December last, Atlantic Coast Line declared a divi 
dend of $1 a share on its common stock, the first since 
January, 1932. The chief purpose of this declaration 
was to give the surplus profits to the junior stockholders 
instead of to the Government as a tax on surplus profits. 
To pay this dividend required $823,427. The directors 
would have preferred to hold the cash in the company’s 
treasury, thus strengthening it by that substantial 


amount. 
Cash on November 30, however, stood at the very 
comfortable amount of $10,663,801 against $8,222,718 


on the corresponding date of the previous year and 
$6,174,995 on November 30, 1934. The strong financial 
position of this company is further shown by the fact 
that, in spite of the lean years through which it went, 
current assets as of November 30, 1936, stood at 
$19,162,290 against current liabilities on the same date 
of only $7,496,880. 

As was expected in well-informed circles, Louisville & 
Nashville, on January 21, declared another dividend, 
$2.50 a share. This will bring into Atlantic Coast 
Line’s treasury $1,491,750, equal to about $1.81 8 
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have not been completed. In September, 
1936, the Atlantic Coast Line moved 599 cars 
of citrus fruit against only 115 in September, 
1935. The movement continued to increase 
rapidly, so that in December the total i 
amounted to 3,953 cars against only 2,833 
for the last month of 1935. In other words, .- 
the total movement of citrus fruit by Atlan- 

tic Coast Line for the first four months of 
the current crop year—September to Decem- 
ber, inclusive—was 9,317 cars against 4,849 
for the same period of 1935. 

On January 1, according to the United 
States Department of Agriculture, the pros- 
pect for citrus fruit production during the 
present crop season, is the largest on record, 
for the country as a whole. The previous rec- 
ord crop was produced in 1934-1935 and 
amounted to 21,357,000 boxes. For the cur- 
rent season the estimate is for 28,383,000 
boxes. The output of grapefruit in Florida 
alone is placed at 17,300,000 boxes for the 
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eal Loading oranges in Florida for Northern markets current season compared with 11,000,000 for 

Louis ; ; the previous season. The indicated orange 
share on its common stock. As the policy of the man- crop in Florida for the 1936-37 season is 21,200,000 






a : agement, as already intimated, is to make the cash posi- boxes against 18,000,000 boxes for the previous season. 
‘ll : 4 tion as strong as possible, it is doubted that the directors Reports are being received at frequent intervals by 
€ SF will give serious consideration to the declaration of an- officials of the Atlantic Coast Line Railroad showing 


other common dividend until towards the end of the the extent to which business in general in Florida has 





















































a age pane A ae ee : improved and promises to expand still further during 
ee : 1e et . se ; omnes ille & Nashville manage- this year. Building of all kinds is on a larger scale than 
rately = ges pe ot e' coe is to pay out its surplus earn- at any time since the severe real estate slump that fol- 
wey E ings pretty freely in dividends, it would seem reasonable lowed the corresponding boom of some years ago. As & 
Sa age oe for ee nage ne consequence, building materials of all kinds are in de- 
. é > ranroads nere at Atle ¢ ‘ are he > hy >» railro: 
_ The® Coast Line will receive a very oh ake gaara ene —. Esenh pres ce ig to bape 
v the —a . rs agi ‘or instance, during the first seven days of January, 
this year on its L & N holdings. If its own earnings the Atlantic Coast Line moved 706 cars of lumber, an 
continue to increase as now expected by the manage- an increase of 44.7 per cent (Please turn to page 520) 
ment, it will be in position to declare a larger 
dividend for 1937 than it did for 1936. 
dive Best of all, the improvement in traffic and 
7 earnings that became so noticeable last year, 
= promises to be considerably expanded during 
a the present year. Loadings for the first seven 
an days of January, for instance, showed almost 
a $F phenomenal rates of increase over the corre- 
er sponding periods of 1936. These percentage 
ate mcreases ranged from 36 per cent in refined 
petroleum to 1,600 per cent in celery. There 
- were numerous other striking gains, embrac- 
Ye "4 practically all the commodities handled 
; ; y the railroad in volume, ranging from agri- 
ye cultural products to building materials, and 
<a which clearly proves the comprehensiveness 
a as well as extent, of the betterment in Atlan- 
“2 tie Coast Line’s traffic now well under way. 
sala Passenger traffic so far during the present 
winter season has been particularly gratifying. 
le Reverting to the current crop movement 
= season, which began on September 1 last, 
enc, F we find particularly big increases month by _ — 
oast % Courtesy Atlantic Coast Line R.R. 





month to the end of December. The figures 
for January of this year as a whole, of course, 









l a 
Loading celery in Atlantic Coastline Line refrigerator cars 
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Note on Dividends 


If stockholders are disappointed 
with the dividends that they re- 
ceive during the first half of the 
present year, it will be because there 
is a reason for it: a reason, how- 
ever, without significance so far as 
disbursements for the full year are 
concerned. Spurred by the tax on 
undistributed profits, many corpora- 
tions paid out in dividends towards 
the end of 1936 more than they 
could really afford. Such corpora- 
tions will only be following the 
wisest course should their dividend 
ceclarations be conservative over 
the first few months of a new year, 
for there is always the chance that 
the objectionable tax on undis- 
tributed profits will be modified, or 
even that adverse developments in 
the latter part of the year will cur- 
tail their earnings. Stockholders of 
companies that decide to be con- 
servative about dividends for a 
while should neither complain nor 
feel necessarily that their holdings 
are the less valuable for it. 


Develops Interesting Specialties 


Ludlum Steel has been long and 
favorably known for its alloy steels. 
These include tool steels for drills 
and cutters, steels for rock tools and 
stainless steels for valves and other 
parts where resistance to corrosion 
and heat is an important factor. 
The company, however, is con- 
stantly developing new lines. In 
December, for example, it announced 
a complete line of “Silcrome” stain- 
less heat-resisting castings. The 
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company has done a great deal of 
work on the development of steel 
foil for the building industry and 
as this is an industry which seems 
clearly destined for much greater ac- 
tivity, there would seem to be well- 
defined possibilities of this line add- 
ing materially to profits. For the 
first nine months of last year, Lud- 
lum earned the equivalent of $1.30 
a share of common stock and earn- 
ings for the full year should be not 
far from the equivalent of $2 a share 
of common. Including a 25-cent 
extra paid in December, Ludlum 
distributed $1.25 a share in divi- 
dends to its stockholders during 
1936. The outlook for any well- 
established and financially strong 
company in the field of alloy steels 
is quite bright at the present time 
and it is to be doubted that the 
common stock of Ludlum Steel at 
its current price of $30 a share has 
discounted its possibilities. 





Price Anomaly 


In the face of continued news- 
paper accounts of soaring prices it is 
something of an anomaly to pick up 
the new Montgomery Ward cata- 
logue and discover that prices aver- 
age about 1 per cent lower than a 
year ago. Somewhat lower prices 
were carried also in the latest Sears, 
Roebuck catalogue. The curious 
state of affairs is explainable by the 
fact that the big mail order com- 
panies utilized their great resources 
to stock up with goods at prices 
lower than now prevail and that, 
instead of quoting selling prices on 





the basis of replacement cost, they 
are passing along favorable prices 
to their customers. Theoretically, 
this is considered a dangerous proce- 
dure, for it spells an impairment of 
working capital. In any event, if 
the present general price trend con- 
tinues, these companies will have to 
fall in line. Meanwhile their con- 
petition is going to be all the mor 
formidable against merchants whose 
resources have not permitted large 
forward stocking, as well as against 
some with ample resources who 
would prefer to boost their prices 
promptly for larger profit. Since 
their policy continues to be to 
stretch the consumer’s dollar to the 
practical limit, it is not surprising 
that the big mail order companies 
have enjoyed larger volume gains 
than any other branch of merchan- 
dising. 


1 C C Ruling Guarantees More 
Business 


Coming as something of a sur 
prise, the American Association of 
Railroads has ruled that the old 
arch-bar-truck cars will not be valid 
for interchange on carriers’ lines 
after January 1, 1988. It is esti 
mated that there are still not far 
from half a million arch-bar cars in 
use and, if these are all changed to 
modern design this year, it is going 
to tax the facilities of those manu- 
facturing the new equipment. Amer 
ican Steel Foundries, Symingtor- 
Gould and National Malleable & 
Steel Castings are among the com- 
panies which might be expected to 
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benefit from this business 
and because of this and 
the prospective demand for 
other railroad equipment 
all should prove profitable 
holdings. 


Niagara Hudson Power. 


According to the 


company's chairman, is experiencing an 


increase in power demand unequalled by 


A Record and a Promise 


Although General Mo- 
tors sales and production 
are currently almost at a 
standstill, some intimation 
is given of what might 
happen when the labor 
difficulties are surmounted 
and normal deliveries can 
be made by the recent re- 
marks of W. E. Holler, the 
energetic Vice - President 
and Sales Manager of Chev- 
rolet- Motor Company. 
More than 1,168,000 new 
cars and trucks were sold 
in 1936. Sales in seven of 
the twelve months totaled 
more than 100,000. During 
the previous history of the 
company there have been 
only nine months that saw 
the magic 100,000 figure 
equaled or topped. Last 
year Chevrolet dealer or- 
ganization sold 2,019,839 
used cars and trucks, and 
all told accounted for $1,- 
300,000,000 worth of mer- 
chandise moved from 
dealer to consumer. 


merger plan with Mohawk Hudson is a 


Youngstown Sheet & Tube. Has voted a divi- 
dend of $9.62/2 cents on the 5'/2% pre- 
ferred, thereby clearing up all arrears. 
Should not be long before the common is 


American International. 
cember 31 a net asset value of $2,589 
per $1,000 principal 
debentures and other indebtedness. 
deducting notes payable, asset value of 


any other system in the country. Facilities 
must be considerably expanded over the 
next eighteen months and the company's 


preliminary to new financing. 


Liggett & Myers. Reported earnings for last 
year equivalent to $7.25 a share, compared 
with $4.91 a share in 1935. Combination 
of the tax on undistributed profits which 
induced the company to pay $7 in divi- 
dends, and a large increase in inventory 
values, drove it into debt with banks to 
the extent of $2,500,000—the first bank 
borrowings in many years. 


Sears, Roebuck. Is understood to be planning 
to enter the tractor field again—the ma- 
chine to be built by Graham-Paige. 


a dividend payer. 


Reports as of De- 


5V2% 
After 


amount of 


the common was $19.06 a share. 


Copper Production With- 
out Limit 


Swift & Co. 


At the annual meeting held 


January 21, the company's president an- 


The sharp break in the 
price of copper abroad on 


Westvaco Chlorine. 


Developments in Companies Recently Discussed 


nounced: “Satisfactory operating results 
for the first two months (November and 
December, last) of the 1936-1937 fiscal 
year." This constitutes a measure of con- 
firmation of the bright near-term outlook 
enjoyed by the packing companies. 


Southern Pacific. Reported net operating in- 


come in December the largest in the com- 
pany's history. 


Is proposing to acquire 
California Chemical and erect a new plant 
at Newark, California, to cost about 
$1,000,000. California Chemical produces 
bromine and bromium compounds. 


General American Transportation. Statement 


filed with S E C shows the company to 
hold 155,801 shares of the first preferred 
stock of the Pressed Steel Car Co. This is 
more than 36% of the total first preferred 
outstanding. 


Container Corp. Has let contracts for the 


first unit of its new Florida pulp mill. The 
whole is a $7,000,000-project, the first unit 
alone to have an annual capacity of 40,000 
tons of kraft pulp. 


Johns-Manville. Company is to offer 100,000 


shares of additional stock to present stock- 
holders in the ratio of 1 share fer every 
7/2 shares held. The offering price is 
expected to be $100 a share and the 
money raised by the company will be 
used for working capital and expansion 


of plant. 





a heavy volume of transac- 

tions would have happened 

sooner or later even though there 
had been no removal of restrictions 
on foreign production. A top-heavy 
speculative position would have 
brought it about and the restriction 
removal, coupled with the unsettled 
labor conditions in the domestic au- 
tomobile industry, was merely an 
excuse for what was bound to hap- 
pen ultimately. Following the de- 
cline, the price of copper has recov- 
ered somewhat. From this point, 
those who believe in a bright future 
for copper—and certainly there is 
much to be said for this attitude in 
the face of depleted stocks and a re- 
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markably well-sustained consump- 
tion—will do better to seek con- 
firmation of their hopes through de- 
mand rather than through further 
price advance. What is needed now 
is price stability; lest there be a 
repetition of the pre-depression de- 
bacle. It will be remembered how, 
in 1928 and 1929, by forcing the 
price of copper beyond the 20-cent 
level producers laid the groundwork 
for a horrific crash. 

There is not a self-respecting cop- 
per company in the world today 
which cannot make money, and 
plenty of money, when the price of 


the metal is thirteen cents a pound. 
A rise from this level will sooner or 
later curtail consumption and open 
the market to a hundred marginal 
producers whose mines are much 
better left closed. In some respects 
it is a pity that the foreign restric- 
tions were not lifted sooner, for if 
this had been done it might have 
been possible to keep copper more or 
less stable at somewhat lower levels. 
The day-to-day trader perhaps may 
regard further advances in the price 
of copper constructively, but the 
longer-term investor is justified in 
entertaining doubts. 
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Secular Movements 


gardless of the size of the issuing company, F pel 
are accorded equal weight in the Index. sate 

An experience of eleven years in computing the 
the Index, and watching its behavior, has 330 
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true cross section of the price move- 
ment in active stocks. 

This explains why the Index ex- 

nded from 238 component issues 
in 1926, when it was first presented 
to our readers, up to a maximum of 
498 stocks in 1930, then contracted 
to 280 issues in 1933, and has now 
risen to 330 for the current year. 
Roughly speaking, it will be found 
that the number of stocks which go 
into the Index rises and falls with 
the total volume of transactions on 
the New York Stock Exchange; but 
with a one-year time lag, arising 
from the circumstances that the 
[Index is revised but once a year. 

In revising the list of stocks to be 
included in the 1937 Index, only 3 
issues had to be dropped from last 
year’s tabulation—on account of 
mergers, or through lack of public 
interest as reflected in a shrunken 
volume of transactions. On the 
other hand, because of new listings, 
or due to greater public participa- 
tion in certain stocks of older com- 
panies, 38 additional issues were 
sufficiently active last year to com- 
pel inclusion this year under our 
automatic volume standard; so that 
the 1937 Index will be composed of 
330 stocks, compared with only 295 
throughout 1936. 


Group Changes 


Last year, the Combined Average 
was divided into 45 sub-groups, 43 
of which were published regularly. 
The remaining two, though com- 
puted weekly, were crowded out of 
our usually published tables owing 
to lack of space; but are included in 
the tabulation of secular movements 
which accompanies the present 
article. This year the same groups 
are continued; but “Household 
Equipment,” through loss of two 
component issues, has been rele- 
gated to the “Not published regu- 
larly” department, and its place 
taken by a new group, “Paper.” 
These changes will have no effect 
upon the continuity of the Com- 
bined Average. 

By way of anticipating a rather 
frequent inquiry from our readers 
it should be noted that, while the 
Combined Average is in fact made 
up of 330 stocks this year, you will 
obtain only 306 by adding the num- 
ber of issues in sub-groups published 
regularly. (Please turn to page 519) 
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THE MAGAZINE OF WALL STREET'S 
Common Stock Price Index 
1937 Grouping of the 330 Component Issues 


A. Groups Published Regularly 


5—AGRICULTURAL 
IMPLEMENTS 
e 
Deere 
Int. Harvester 
Minn.-Mol. Pr. imp. 
Oliver Fa m Equip. 


6— AMUSEMENTS 
Loew's 
Paramount 
Pathe 
R. K. O. 
20th Century 
Warner Bros. 


16—AUTOMOBILE 


ACCESSORIES 
Bendix 


Bohn Al. 
Borg-Warner 
Briggs Mfg. 
Budd Mfs. 
Budd Wheel 
Cont. Motors 
Eaton Axle 
Elec. Auto-Lite 
Hayes Body 
Houd.-Hershey ‘‘B” 
Motor Wheel 

unay 
Stewart-Warner 
Thermoid 
Timken Detroit Axle 


13—AUTOMOBILES 

Auburn 

Chrysler 

General 
Graham-Paige 
Hudson 

Hupp 

Mack 
Nash-Kelvinator 

ackar 

Reo 

Studebaker 

White 

Yellow Truck 
8—AVIATION 
Aviation Corp. 
Boeing 
Curtiss-Wright 
Douglas 

No. Am. Aviation 
Transcont. & Western 
United Aircraft 
United Airlines 
3—BAKING 

Cont. Baking “B" 
Gen. Baking 

Purity 
2—BOTTLES & 

CORKS 

Crown Cork 


Owens-Ill. Glass 
3—BUSINESS 
MACHINES 
Burroughs 
Nat. Cash 
Rem.-Rand 


2—CANS 
Am. Can 
Cont. Can 


10—CHEMICALS 
Allied Chem. 
Am. Com. Ale. 
Com. Solvents 
du Pont 
Liquid Carbonic 
Mathieson Alk. 
Tenn. Corp. 
Union C. & C. 
U. S. Indus. Ale. 
Va.-Car. Chem. 

15—CONSTRUCTION 
Am. Encaustic Til. 
Am. Radiator 
Barer Co. 
Bucyrus-Erie 
Byers 
Certain-teed 
Johns-Manville 
Lone Star Cement 
Otis Elevator 
Penn-Dixie Cement 
Pitts. Screw 
Thompson-Starrett 
U. S. Pipe 
Walworth 
Warren Bros. 





10—COPPER 
Anaconda 
Bridgeport Brass 
Calumet & Hecla 
Gen. Cable 
Granby 
Inspiration 
Kennecott 
Miami 
Mother Lode 
Phelps-Dodge 


2—DAIRY 
PRODUCTS 
Borden 
Nat. Dairy 


10—DEPARTMENT 
ST 


ORES 
Allied Strs. 
Ass. Dry Goods 


Macy 
Marshall Field 


May 
Nat. Dept. Strs. 
enney 
8—DRUGS & 
TOILET ARTICLES 

Coty 

Gillette 

Lambert 

McKesson 

Sharp & Dohme 

United Drug 

Vadsco 

Zonite 
2—FINANCE COS. 
Com. Credit 

Com. Invest. Trust 
7—FOOD BRANDS 

Calif. Packing 

Corn Prods. 

Gen. Foods 

Hecker 

Loft 

Nat. Biscuit 

Stand. Brands 
4—FOOD STORES 

First Nat. 

Kroger 

Nat. Tea 

Safeway 
3—FURNITURE 

Congoleum 

Simmons 

Spiegel 


4—GOLD & 
PLATINUM 
Alaska Juneau 
Dome Mines 
Mcintyre Porcupine 
So. Am. Gold & Plat. 
5—INVESTMENT 
TRUSTS 
Adams Express 
Am. International 
Lehman 
Transamerica 
Tri-Continental 
3—LI2UOR 
Distillers Seagram 
Nat. Distillers 
Schenley 
9—MACHINERY 
Allis-Chalmers 
Am. Mach. & Fndry. 
Caterpillar 
Ecans Prods. 
Foster Wheeler 
Gen. Elec. 
Timken Roller Bear. 
Westinghouse Mfg. 
Worthington Pump 
2—MAIL ORDER 
Montgomery Ward 
Sears, Roebuck 
4—MEAT PACKING 


Armour, 
Gobel 
Swift & Co 
Wilson 
14—METAL MINING 
& SMELTING 
Am. Metals 


Am. Smelt. & Ref. 
Am. Zinc. & Lead 


2—PAPER 


24—PETROLEUM 


18—PUBLIC UTILITIES 


24—RAILROADS 


19—UNCLASSIFIED 





Butte Cop."& Zinc 
Callahan Zinc 
Cerro de Pasco 
Howe Sound 
Int. Nickel 
Park Utah 
Patino Mines 
St. Jo 

Silver King 

U. S. Smelt. 
Vanadium 


Crown Zellerbach 
Int. Paper & Pr. C"* 


Amerada 
Atlantic Ref. 
Barnsdall 
Cons. Oil 
Cont. Oil 
Houston Oil 
Mid-Cont. 
Ohio 
Phillips 
Pierce Pet. 


Seaboard Oil 
Shell Union 
Simms 
Socony 

S. O. Calif. 
S. O. Ind. 

3. O,, N. J. 
Superior Oil 
Texas Corp. 
Tex. Pac. C. & O. 
Tide.-Ass. 
Union Oil 


Am. & For. Pr. 


Col. Gas & Elec. 
Com, & Southern 
Cons, Edison 
Elec, Pr. & Lt. 
Int. Hyd. “A” 
Nat. Pr. & Lt. 
North American 
Pac. Gas & Elec. 
Pac. Lighting 
Pub. Serv., N. J. 
So. Calif. Edison 
Stand. Gas & Elec. 
Stone & Webster 
United Gas Imp. 
Utilities Pr. & Lt. “A" 
4—RADIO 
Elec. & Mus. Ind. 
Radio Corp. 
Sparks-With. 
Zenith 
9—RAILROAD 
EQUIPMENT 
Am. Car & Fndry. 
Am. Loco. 
Am. Stl. Fndries. 
Baldwin 
Gen. Am. Trans. 
Gen. Ry. Sig. 
Pressed Stl. Car 
Pullman 
West. Air Brakes 


Atchison 

Atlantic Coast 

B. & O. 

Canadian Pac. 
& 


oe . 
Chic., Mil. St. P. 


Chic. & N. W. 
D. & H. 


Cc 
tsi Valley 


M-K-T. 

N. Y. Central 

N. Y., N. H. 

Nor. Pac. 

Pennsylvania 

Seaboard Air_Line 

. Pac. 

So. Ry. 

U. P. 

West. Md. 
3—REALTY 

Gen. Realty 

N. Y. Investors 

U. S. Realty 
4—SHIPBUILDING 

Elec. Boat 

Newport Industries 

N. Y. Shipbuilding 

erry 

12—STEEL & IRON 

Am. Roll. Mill 
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Blaw-Knox 

Colo. Fuel & Iron 

Interlake Iron 
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Youngstown S. & T, 
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Am. Sugar Ref. 
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Jaking the Pulse of Business 


THE BUSINESS ANALYST 


D cnine the first half of January 
the country’s total volume of pro- 
duction and shipments, adjusted for 
seasonal variation and for growth 
in population, has dropped rather 
sharply to around 92.5% of the 
1923-5 average. Strikes and bad 
weather in scattered localities have 
curtailed lumber shipments, and 
have prevented a normal seasonal 
pick-up in automobile assembling 
and retail trade, and in the produc- 
tion of steel and coal. Other im- 
portant industries, however, are ex- 
panding operations in gratifying 
manner, considering the time of 


—Strong Motor Demand 
—Steel Output Rises 
—Building Gains Maintained 
—Rail Prospect Clouded 


the best 1929 month and 12% 
larger than the all time record high 
made in January, 1920. December’s 
increase of 76% over November 
came as a surprise to the industry 
which feared that the new undis- 
tributed profits tax might curtail 
business; but whatever intluence this 


Company has caused only a slight 
recession in the country’s total vol- 
ume of automobile production, since 
other makers have benefited by a 
diversion of business and _ have 
stepped up their output accordingly. 
Fundamentally the automobile and 
parts industries are in strong posi- 
tion, as evidenced by figures recently 
released by General Motors (the 
company hardest hit by labor 
trouble) showing that sales of new 
cars to consumers in December were 
more than 40% ahead of the like 
month in 1935, while stocks of new 

cars in dealers’ hands declined 





year, so that the total volume 
of new wealth that is being pro- 
duced just now surpasses the 
like period of 1936 by about 
22%. For December, the Index 
of per capita Business Activity 
averaged 96.6% of the 1923-5 
average—23% higher than for 
December, 1935. For the fourth 
quarter, the Index averaged 
93.5%, which was fractionally 
better than the third quarter 
and 23% ahead of the final three 
months of 1935. For 1936 as a 
whole the average business level, 
on a per capita basis, was 87.4% 
of 1923-5, and 21% better than 
in 1935. 

While recent reports from the 
capital goods field augur well 
for further business improve- 
ment this year, the nearby out- 
look remains clouded by threats 
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about 2.5% during the year. 
This sustained demand for new 
cars should expedite  settle- 
ment of the particular dispute 
now involved, especially since 
present tactics of the C. I. 0. 
are being opposed by the A. F. 
of L. and by a large body of un- 


trouble is likely to break out 
elsewhere from time to time. 
The “sit-down” and “stay-in” 
form of strike, a weapon copied 
from the communist element in 
France, enables an irresponsible 
minority to stop production and 
cause widespread unemployment 
even in situations where the 
great majority of workers is con- 
tent, and threatens to cause a 
great deal of trouble in an 
economy such as ours where in- 








of further labor disturbances 


dustry is so highly integrated 
that a stoppage at one point 








and by an unstable speculative 

situation in basic commodities with 
an international market. As com- 
pared with the corresponding period 
of 1935, new corporate capital 
raised through flotation of securities 
in December staged an increase of 
more than 100%, and so did machine 
tool orders, which were 40% above 


may have had otherwise appears to 
have been more than counteracted 
by prospects of a nearby advance in 
the prices of machine tools and diffi- 
culties in obtaining prompt de- 
liveries. 

Thus far the strike at accessory 
plants and at the General Motors 


quickly throws related lines out 
of gear. Such obstructive tactics are 
wholly foreign and out of place in a 
democracy such as the United 
States, where majorities rule, and 
strong measures should be adopted 
to check the spread of this cancer 
before it undermines the entire busi- 
ness structure. 
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organized workers; but similar 





























Rising production of copper 
abroad, and strikes at home which 
are easing the pressure for prompt 
deliveries, appear to have halted for 
the time being an unhealthy specu- 
lation in basic metals, and it is pos- 
sible that the reaction in Raw Ma- 
terial Prices which has recently put 
jn an appearance may extend far 
enough to cause withholding of 
orders by industrial consumers and 
so permit some building up of in- 
ventories in producers’ hands. At 
present writing stocks of wheat and 
corn on the nation’s farms are at 
the lowest level in 11 years, while 
inventories of copper and zinc in 
this country are also rather dan- 
gerously low. 

Believing that reserve require- 
ments are likely to be raised within 
a few weeks, dealers have recently 
advanced interest rates on bankers’ 
acceptances, and some resulting hesi- 
tation is noticeable in quotations for 
high grade, long term bonds and a 
little softness in Governments. 


The Trend of Major Industries 


STEEL—Steel ingot output of 
13,314,058 gross tons for the final 
quarter of 1936 was the largest for 
any three-month period since the 
third quarter of 1929 and the big- 
gest total fourth-quarter tonnage in 
history. Last year’s output of 
46,919,362 gross tons, averaging 
68.52% of capacity, was 40% ahead 
of 1935. In spite of stopped ship- 
ments to consumers suffering from 
labor trouble, accumulation of in- 
ventories by other customers as 
insurance against a spread of C. I. O. 
activities to the steel industry, has 


increased demand is reflected in 
plans by the U. S. Steel Corp. to 
spend $60,000,000 on modernizing 
its Carnegie-Illinois plant. 


REFRACTORIES — Leading 
makers of refractory brick are bene- 
fiting by expanding steel mill opera- 
tions, and bookings last month were 
exceptionally heavy in anticipation 
of the 10% price mark-up which was 
announced around the first of Jan- 
uary. 


CONSTRUCTION — Construc- 
tion contracts awarded last year in 
37 states east of the Rockies 
amounted to $2,675,296,000, an in- 
crease of 45% over 1935. Awards 
for residential construction totaled 
$801,623,800, a gain of 67%. For 
December, residential contracts were 
up 45% over the corresponding 
month of 1935; though total awards 
were down 24%, owing chiefly to 
tapering off in public projects. In 
spite of rising costs for labor and 
material, the F H A plans next year 
to erect 1,000 demonstration homes, 
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recently caused the ingot rate to 
reach a new high for the recovery. 
Some mills are also producing auto- 
mobile steel for stock in order to 
make prompt deliveries when strikes 
are settled. Confidence in a further 
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costing from $2,500 to $3,500 each, 
to meet the widespread need of 
owners with incomes ranging from 
$1,200 to $2,500 a year. With a 
number of cities already reporting 
housing shortages, rents have re- 
covered about half of their decline 
during the depression and promise 
within a few years to present a very 
real problem to the average worker. 
Of course low interest rates are at 
present helping to offset rising con- 
struction costs; but, if workers in the 
building trade win their demands 
for a six-hour day at eight hours’ 
pay, the country may be faced be- 
fore long with a serious housing 
crisis. 


OIL—In spite of a 5% rise in 
crude output during the past month, 
stocks of oil above ground remain 





practically stationary and, with a 
sharp drop in imports consequent 
to the strike in Venezuela and com- 
plete cessation of Atlantic Coast re- 
ceipts of oil from California, some 
large purchasers of Mid-Continent 
crude are agitating for a further in- 
crease in the Texas allowable. Many 
of the independent high-cost pro- 
ducers of crude are becoming indig- 
nant over the delay by influential 
purchasers in countenancing a gen- 
eral price advance which might 
prove embarrassing to refiners in 
view of the rather topheavy statis- 
tical position of gasoline. Stocks of 
fuel oil are receding at a rather 
alarming rate and, to meet a rapidly 
expanding demand, refiners have 
had to build up stocks of motor fuel 
to a level now 14% above last year 
in spite of the unseasonally heavy 
consumption occasioned by an un- 
usually open winter. 
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RAILS — Although car loadings 
are currently running about 13% 
ahead of a year ago, this group has 
joined but half-heartedly in the re- 
cent market strength; since it is esti- 
mated that the carriers must have 
an increase of 10% to 15% in gross 
this year to merely make up for 
elimination of the emergency sur- 
charges and the $80,000,000 increase 
in annual wages soon to be de- 
manded by the railroad brother- 
hoods. The latter item amounts to 
12% of last year’s net operating in- 
come, and about half the net income 
after charges. With the New Haven 
as a “horrible example,” the IC C 
would like authority from Congress 
to supervise rail investments in the 
future. 


METALS —A further bulge in 
foreign quotations since our last issue 
forced an advance to 13c in the 
domestic price of copper. Shortly 
after, the foreign cartel removed all 





restrictions on output and, at pres- 
ent writing, prices for the red metal 
abroad are off rather sharply on sell- 
ing by speculators. In this country 
the official price still holds at 13c, 
though futures and scrap are quoted 
at concessions. At the end of De- 
cember, domestic stocks of copper 
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were 27% under the previous year’s 
level and the lowest since 1928. 
Stocks elsewhere, however, are in- 
creasing and, within two or three 
months when the new production 
gets into full swing, may reach such 
proportions as to depress prices or 
necessitate a resumption of output 
control — especially if peace pros- 
pects should improve abroad. These 
foreign developments, along with 
labor troubles at home, render it 
likely that the price advance in this 
metal has been checked for a while: 
though no major reaction of long 
duration is looked for in view of 
growing demand for this and other 
non-ferrous metals by the utilities 
and other large in- 


tion. Domestic zinc consumption 
last year exceeded that of 1935 
by 21.3%, and current stocks on 
hand amount to only a month’s 


supply. 


AUTOMOBILES — In spite of 
strikes at the General Motors plants 
and in feeder industries, motor car 
production at present writing is only 
a little under last year’s volume; and 
output should pick up rapidly and 
make up deficiencies after these diffi- 
culties are ironed out, since dealer 
sales are running well ahead of last 
year. Fundamentally, the industry 
is being favored strongly by weather 
conditions in which this year’s open 
winter contrasts conspicuously with 
last year’s sleet and floods. It is 
thus fairly safe to predict that the 
first quarter’s output this year will 
run well ahead of that for the initial 
period of 1936, though strikes and 
higher material costs will preclude a 
proportionate gain in profits for 
makers of cars and accessories, par- 
ticularly in the instance of plants 
afflicted by strikes. 


MERCHANDISING — For De- 
cember, department store sales were 
ahead of the corresponding month 
in 1935 by about 11% in dollar 
value; but only 6% in unit volume, 
owing to higher retail prices. Mea- 
sured in dollars, total sales for 1936 
increased 12% over 1935. Com- 
pared with the corresponding periods 


of 1935, rural sales were up 19.5% 
for December, against only 15.5% 
for the year; chain stores gained 
17% in December, compared with 
only 15% for the year; while mail 
order houses alone reported a 19% 
increase in December sales. Strikes, 
Ohio floods, and unseasonal weather 
elsewhere have recently retarded re- 
tail trade in scattered localities; but 
business is probably merely deferred, 
since the national income continues 
to increase faster than the cost of 
living. 


UTILITIES—Electric power out- 
put is currently running about 15% 
ahead of a year ago, and the utility 
industry is at present planning to 
spend around $500,000,000 for ex- 
pansion and improvements this year, 
an increase of 50% over last year’s 
capital outlay. The recent appoint- 
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ment by President Roosevelt of a 
commission to work out a perma- 
nent utility policy for the Federal 
Government has the merit at least 
of promising to bring 
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Finance Securities Business 
THE MAGAZINE OF WALL STREET'S COMMON STOCK INDEX Latest Previous Year 
MONEY RATES Week ee Ago 
1936 Indexes ‘ 1937 Indexes Time Money (90-day)...... 114% 114% 1% 
——— —Ne.o i j 
High Low Issues (1925 Close—100) High Low Jan. 9 Jan. 16 Jan. 23 aoe venieihaaan a ae — 
06.0 78.4 330 COMBINED AVER. ; Oe Wee “We: tisGn || = = : ges 
3 a oa ER 115.3) 106.0 110.4 114.6 115.3H Re-discount Rate........... 112% 114% 112% 
204.6 113.4 5 Agricultural Impl ts... 233.0 204.6 211.4 231.8 233.0H 
Bo P vty 4 pe ng Nee ; ates ohne Pe Pes 71.4 72.6H CREDIT 
fe . utomobile Accessories... -7 28. 33.7 139.7 138.9 
24.9 17.7 13 Automobiles............ 27.4 93.3 25.1 27.1 27.4H Bank Clearings, N. Y.t...... $4,189 $3,760 $3,858 
156.8 104.3 8 Aviation (1927 Cl—100). 172.8 156.8 166.2 171.5 172.8H Bank Clearings 
5228 3124 3 Beking “ tans PO sts ait 25.1 28.5H 26.4 (outside N. Y.)t......... 2,374 2,187 1,962 
i i ‘0 s. ¢ — t 56.6 457.5 491.3 507.7 ' 

262.0 202.8 3 Business Mechines........ 284.5 269.0 267.5 276.6 284.5H Brokers’ Loens, F. R.t....... tae tame baie 

LE ee 242.8 229.6 242.8 237.1 229.6 Last 

237.4 187.5 10 Chemicals ee Gee ae 244.2 228.7 234.2 244.21240.8 Jan. 1 Dec.1 Year 

me a OU eer 5. 73.4 76.8 79.4 85.2 ' 

166.4 87.9 10 Copper & Brass........... 197.6 165.9 183.7 197.6H190.8 Brokers’ Loone, N.Y. 5. E.t. . _— pen pes 
47.8 39.3 2 Dairy Products........... 41.6 40.7 41.3 41.6 40.7 New Corporete Financiagt. . . =_— eS = 
41.8 23.3 10 Department Stores........ 37.0 36.0 37.0 36.9 36.6 

100.1 72.8 8 Drugs & Toilet Articles.... 107.7 92.1 97.5 102.6 107.7H . 

. Latest Previous Year 
ye: = : — Companies....... — 380.2 386.1 382.2 380.2 COMMODITY PRICES Week Week go 
i E ood Brands............. f 65.6 66.1 70.2 70.0 He 
56.6 41.4 4 Food Stores............. 53.2 51.4 51.4 53.2 59.6 Finished Steel®, ¢ per Ib..... 2.33 2.33 2.18 
103.2 65.7 3 Furniture................ 113.3 103.2 108.7 111.2 113.3H Pig lron,* $ perton......... 20.25 20.25 18,84 
1296.9 1116.0 4 Gold & Platinum Mining.. 1185.8 1149.1 1165.2 1185.8 1184.7 Steel Scrap,* $ perton...... 18.42 18.17 13.58 
51.0 36.6 5 Investment Trusts.......... 53.3 49.2 51.5 53.2 53.3H Copper, $ per Ib........... 13 13 09% 
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199.5 134.7 ; bodiinery Perr 209.8 189.5 196.7 202.6 209.8H Zine, $ per fb............++ 06 06 0485 

107. 61. i. SPE 92.4 89.6 90.0 92.4 90.8 i “ 
83.9 59.4 4 Meat Packing............ 90.5 79.6 84.4 85.9 90.5 re ; a soe a yon pi — 

232.5 159.5 14 Metal Mining & Smelting. 256.2 232.5 240.7 256.2H252.1 weber, 5 per ®............ 20% = «28 -” 
aS | 23.5 19.0 19.2 24.5 23.5H Crude Oil (Mid-Cont.), $ per ‘ 

142.8 97.2 24 Petroleum & Natural Gas... 151.4 142.8 146.2 147.2 151.4H Bartel. .... 2... .seccceee 1.10-1.27. 1.10-1.27 1.10 
96.6 67.2 18 Secgeecrcaed aes 114.9 96.6 105.0 114.9H111.9 Suser, raw!$ per Ib.......0- 0381 0396 0335 
35.4 26.7 4 Radio (1927 Cl—100).... 30.6 28.2 28.2 30.6 29.7 Silk, raw, $ per I. 2.02 2.09 1.92% 

100.4 52.5 9 Railroad Equipment....... 05.8 100.4 103.5 104.6 105.8H Apsiicta LSS Nore A alla ? : 

39.8 27.3 24 Railroads................ 39.7 37.2 39.8 39.7 39.3 Wool, raw, $ per Ib......... 1.12-1.15 1.12-1.15 88 
27.1 13.4 3 Realty..... Pe caves 28.5 25.6 28.0 26.8 28.5H Wheat, Price, May, $ per bu. 1.28% 1.32%, 1.01% 

as 62.7 a aes py ey Se eee 84.6 76.0 82.5 84.5 84.6 Cotton Price, Mar., $ per Ib... -1247 -1247 -1141 
24.5 85.2 12 Steel & lron............. 131.3 124.5 127.2 130.4 131.3H i y 607 
= ty ¢ ~ ~“phepeneeemepeagen 45.2 43.8 45.2 44.5 43.8 a Te Leaiaas a 

S956 050:5 © BSUONE So o6 56500000 s0005 171.2 159.9 165.7 171.2 168.9 Year 
97.4 76.6 3 —_ & Telegraph. ... 85.2 81.5 84.0 85.2 84.8 KEY INDUSTRIES Dec. Nov. Ago 
BSS GEO. 6 Vaiilles.o. cc cscccecasee 87.7. 77.1 81.4 85.4 87.7H ! y i 
20.9 10.6 4 Tires & Rubber........... 22.4 20.5 20.5 22.0 22.4H “e- peer seo — _ —_ 

G00 B74 4 Tobereo..............0 96.2 94.1 96.0 94.1 96.2 U. S. Steel Corp. Shipments 
TOte BIO SB TAGOR, ..ci cv ccies ce ccses 71.9 65.1 67.0 70.6 71.9 CRED asi sieie sence 1,067.4 882.6 661.5 
369.2 232.5 4 Variety Stores........... 333.8 322.8 333.8 324.8 322.8 Pig Iron Production (b) (tons). 3,095 2,947 2,106 
H—New HIGH record since 1931. Operating Rate, % Capacity. 81.0§ 79.5 51.0 

ee a aes Auto Production...... eae 394,890 224,628 395,059 
eae Bidg. Contract Awards (d)*.. $199,695 $208,204 $264,136 
DAILY INDEXES OF SECURITIES Residential Bldg. (d)*....... 65,487 68,441 45,140 
ere ee eae CementiShipments*(bbls.). .. 8,962Nv 13,0890c 5,976 
N.Y N.Y. Ti Coal Production (tons) Bit. (b) 44,487 41,588 35,388 
Times. Dawiisace Aves. 50 itor oad HH Cotton’ Consumption (bales)*. 693 627 500 
40 Bonds 30 Indus. 20 Rails High Low Sales Mach. Tool Orders, '26— ind 
Monday, Jan. 11....... 90.68 183.26 55.46 140.37 139.11 3,076,350 Desc reereceenvenecs 260.0 147.1 98.3 
Tuesday, Jan. 12....... 90.60 183.30 55.37 140.52 138.95 3,564,775 
Wednesday, Jan.13.... 90.60 183.01 55.65 140.09 138.71 3,083,040 Latest Previous Year 
Thursday, Jan. 14...... 90.53 183.71 55.43 140.12 138.40 3,259,510 Week eek i | Ago 
Friday, Jan. 15......... 90.57 184.53 55.66 140.22 138.66 2,902,030 Oil Prod., daily aver. (bbls.)* 3,184 3,117 2,833 
Saturday, Jan. 16....... 90.74 185.73 56.31 140.43 139.34 1,705,240 Stocks of Garoline and Fuel 
Oil* (bbls.)..........04- 66,559 65,402 59,821 
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STOCK MARKET VOLUME | TRADE Dec. Nov. Year Ago 
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15,541,930 17,590,945 13,019,805 Merchandise Imports*...... 196,423Nv212,4640c169,385 
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The Personal Service Department of Taz Macazine oF Wauu Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Curtiss Wright Corp. 


Would you say that Curtiss-Wright is 
one of the most attractive stocks now sell- 
ing under $10? I have been holding 200 
shares of this stock on margin, but am now 
thinking of buying it outright if you con- 
sider its possibilities sufficiently attractive — 
A. M. W., Washington, D. C. 


A vigorous retrenchment program 
instigated by the Curtiss-Wright 
management in 1930, is still continu- 
ing with the liquidation of six sub- 
sidiaries on September 5, 1936. This 
centralization of plants tends to cut 
operating expenses thus giving profit 
margins an opportunity to widen. 
The most profitable line of operation 
is the manufacture of engines. The 
largest amount of total business is 
derived from the U. S. Government, 
orders from the Army and Navy ac- 
counting for approximately half of 
total dollar volume in recent years. 
Therefore, with the current interest 
apparent in Government circles re- 
garding airplanes, it seems likely that 
this company will be favored in the 
future. However, it is also felt that 
commercial planes will add to future 
profits. Increased consumer pur- 
chasing power is a very definite asset 
here and it is likely that private 
plane business will again be an im- 
portant factor in sales. The com- 
pany enjoys a very satisfactory trade 
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position always taking the future 
into consideration by establishing re- 
serves for developments and experi- 
mentation. This has enabled the 
company to establish itself and re- 
main in the front ranks of the indus- 
try. The policy of leaving airlines 
to others to operate is also reported 
to be a substantial factor in savings. 
Unfilled orders are very favorably 
compared to those of last year, being 
on October 1, 1936, about $15,000,- 
000 as compared with $12,523,000 
on March 31. Furthermore, recent 
negotiations for contracts with the 
Government and other sources have 
been very satisfactory. A very sub- 
stantial improvement in net income 
was shown for the first nine months 
of 1936 when $1,262,132 was re- 
ported against a net deficit of $296,- 
607 reported in the like interval of 
1935. The company enjoys a satis- 
factory financial position and it is 
expected that dividend disburse- 
ments, although not regular, will 
continue on the class A stock. Pub- 


lic sentiment currently is very favor- 
able toward aviation and we feel that 
with the continuance of this that 
Curtiss Wright common will be one 
of the leading issues of the future. 
Therefore, we feel that commitments 
may be well maintained at these 
levels for future appreciation. 


Consolidated Oil Corp. 


Am I right in understanding that the oil 
companies controlling their sources of supply 
are in an outstanding position to profit from 
here on? If so, how is Consolidated Oil sit- 
uated? I have 200 shares of this stock 
bought at 12, and any information you give 
me will be appreciated—T. O. L., Butte, 
Montana. 


Because of the keen competitive 
situation existing in the refinery and 
marketing divisions of the petroleum 
business, those companies having 
large crude oil reserves have been 
able to show better profit margins 
over recent years, than companies 
which have to purchase all or most 
of their refinery requirements. Pros- 
pects continue to favor companies 
controlling large crude reserves. 
While consolidated Oil Corp. owns 
extensive oil lands, the output from 
these has been insufficient to meet 
more than about half of refinery 
needs under existing proration meas- 
ures. Nevertheless, there has re- 
cently been some betterment in the 
distributing and refining divisions. 
due to greater demand, while prop- 
erty acquisitions have tended to 
strengthen the organizations com- 
petitive position and augur well for 
the future. The position of common 

(Please turn to page 526) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 
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What and When to Buy 


PROFITS 


Fast, Definite Telegraphic Service Keeps You 


Informed on Stocks wth Exceptional Near-term 
Profit Possibilities in Current Market Movements 


_ January | to 19, we have advised the acceptance 
of 27 points profit with 2!/, points loss . . . on seven 
common stocks recommended and carried in our three 
active departments . . . Trading Advices, Bargain Indicator 


and Unusual Opportunities. 


In addition, the six stocks still open show 17!/g points profit 
with no losses. These commitments, based on our weighted 
study of their individual prospects, are headed for materially 
higher prices. Of course, our subscribers have the assur- 
ance of knowing that we shall advise them .. . by wire or 
by mail . . . when to accept their profits or add to their 


long position. 


Selective Advance Ahead 


Basic indices show that a traditional spring rise should soon 


get fully under way. Favorable factors exist . . . new year 
reinvestment demand, momentum of the recovery, backlog 
of business already secured .. . and forecast an extension 
of the upswing. Labor, flood and legislative uncertainties 
will create periods of recession for the purchase of stocks 


offering quick and substantial profits. 


The longer term outlook is most optimistic. In 1930, indus- 
trial averages reached a peak some 60% above the pre- 
vailing level. Yet, many industries are operating at their 
best capacity since 1929. During the coming year, we look 
for scores of representative issues to attain and exceed 


their 1929 and 1930 highs. 


Campaign Just Starting 


Do not miss the outstanding opportunities which the present 
market affords and those that will develop throughout 1937. 
Our analysts, after a careful research into the new develop- 
ments and market factors as affecting hundreds of leading 
stocks, are prepared to recommend those likely to be 


potential leaders of the next stage of recovery. 


Place your enrollment to the FORECAST and participate in 
our new advices from the very beginning when the greatest 
profits are available. Mail the coupon below with your 
remittance today. Only 15 points profit on even 10 share 
commitments would more than cover our service for a full 


year. These profits may readily result from our first recom- 


mendations to you. 





New 
. of The Magazine of Wall Street 
Campaign 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
Offer I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I 
derstand that regardless of the telegrams I select I will receive the complete service by mail. ($125 will 
e cever an entire year’s subscription.) 
Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 


Your subscription will 


start at once but date (J TRADING 

from March 1 ADVICES 

& _] UNUSUAL 

: OPPORTUNITIES 
During the next month, un- 
der this special offer, you can “] BARGAIN 
readjust your holdings, take INDICATOR 
an advantageous position 
through our definite advices MMM ioe ais Gos ce te oee eee 
and profit through interven- 
ing market movements . . MIME. 5 Seite Gosshaksase 
understanding that the service alias 


will not be charged against 
your subscription. 








THE INVESTMENT AND BUSINESS FORECAST 


Code after our Code Book has had time to reach you.) 
Short-term recommendations following intermediate market swings. 


four wires a month. 
sufficient to act in 10 shares of all recommendations on over 60% margin. 


Low-priced issues that offer 
to three wires a month. Three to five ‘stocks carried at a time. 
sufficient to buy 10 shares of all recommendations on over 60% margin. 

Dividend-paying common stocks with exceptional price appreciation prospects. 


One to two wires a month. Three to five stocks carried at a time. 
sufficient to buy 10 shares of all recommendations on over 60% margin. 


Werreereerreere nh ee ee ee ae 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


Three to 


Three to five stocks carried at a time. $1,500 capital 


di ibilities for market profit. Two 
$750 capital 





$1,500 


CAPITAL OR EQUITY AVAILABLE........---+-+- 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent fo Investors upon Request 
As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘‘Booklet M,” giving trading 
requirements and other information, 


J.A. Acosta & Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 





New York Stoek Exchange|Pri 














[Full Lots - Odd Lots | 





LAPHAM, DaAvIs 


«x BIANCHI 
Members New York Stock Exchange 
29 Broadway - New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal St. 


Stocks - Bonds * Commodities 


Commission orders executed for 
cash or conservative margin 




















Complete Investment 


and 


Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 


67 Exchange Place, New York 
Telephone HAnover 2-6220 
BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 

















POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for Booklet MG6 
Accounts carried on conservative margin. 





(isto  (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














CoNTINENTALCANCOMP ANY Ine. 

A regular quarterty dividend 

of seventy-five samts (Vig) per 

share on the ceommee cteck of 

this Company bas bees gaciared 

Payable February 14 i837. te 

stockholders {ot et the 

@lose of business January - Beoks 
will not close. °* 


J.B. JEFPRESS, JR. Treasurer. _ 
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What 7Z Stocks 


Do Experts Favor? 


Durinc the past 
four weeks the stock recommenda- 
tions of leading financial authorities 
have centered about 12 issues. The 
names of these favored stocks and 
the prices at which they are recom- 
mended are given in the current 
UNITED OPINION Bulletin. 


Experience has shown that stocks rec- 
ommended by three or more financial 
experts almost invariably show better 
than average appreciation. 


To introduce to you the UNITED 
OPINION method of stock forecast- 
ing—so successful during the past 
16 years—we shall be glad to send 
you without obligation this list of 
12 outstanding stocks—a list avail- 
able through no other source. 


Send for Bulletin W.S. 54 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury SA Boston, Mass. 
cr ” 
Slump Ahead 

In Bonds 


A critical examination of the out- 
look for bonds (and stocks) under 
managed money. 


by L.L.B. Aneas 


Internationally known Investment 
Consultant. Author of “The Com- 
ing American Boom” 1934. 








Ready in a few weeks. Order now from 
Somerset Publishing Company, 461 


\ Eighth Ave., N. Y. C. Price $1. ail 

















Odd Lots—100 Share Lots 


By purchasing a diversified list of well 
seasoned securities you improve your in- 
vestment position and increase the mar- 
gin of safety. 

We give the same courteous and pains- 
taking attention to ‘‘Odd Lots’’ as to 
*‘Full Lots.’’ 

Send for eur booklet “Odd Lot Trading.” 


Ask for M.W. 803 


John Muir& (a 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 

















Send for free cook book and muxing guide. 
Address Angostura, Norwalk, Conn. 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. z. 


‘“‘ODD LOT TRADING’’ : 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘‘TRADING METHODS’’ : 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for me 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS 
McClave & Co. have prepared a leaflet 
explaining margin requirements. A copy 
will be sent on request. (891) 


20 LEADING AVIATION COMPANIES 
This new 1937 booklet with late statis- 
tical information which has just been is- 
sued by Dunscombe & Co., Members New 
York Stock Exchange, will gladly be sent 
to investors. (937) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


WEEKLY STOCK MARKET REVIEW 
This will be sent to you upon request 
without any obligation by H. M. Gartley, 
Ino. (989) 
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Cen the Government Hold 
the Boom Within Bounds? 
BY JOHN D. C. WELDON 





Leaders in Expanding 
Industries 
BY MONROE E. MARSHALL 





How Much Profit in Aircraft 
Manufacture? 
BY S. T. CRADDOCK 
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(Continued from page 509) 


‘The missing 24 issues are concealed 
iin the three groups, “Carbon & 
‘Natural Gas,” “Household Equip- 
iment” and “Unclassified,” which 
‘space limitations prevent us from 
publishing regularly. 






Computing the Index 


In response to many inquiries we 
present herewith a complete list of 
issues included in the 1937 Price 
Index, together with the following 
brief explanation of how the Index 
is computed: 

Each group index, including the 
Combined Average, is derived sepa- 
rately, as follows: 

First determine the price index of 

each component issue by finding the 
percentage ratio of its closing price 
for the current week to its closing 
price for the preceding year, then 
fnd the unweighted, arithmetic 
average of these individual indexes. 
This gives an auxiliary index, called 
the “current year index.” Finally, 
nultiply this current year index by 
the group’s closing index for the 
previous year, and divide by 100. 
The result will be the group’s “secu- 
lar index,” as published. 
The Price Index is compensated, 
by customary methods, for all stock 
dividends, split-ups and_ rights 
which are valued at 10 per cent or 
more of the stock’s market price im- 
mediately after selling “Ex”. 


Secular Movements 


The accompanying tabulation of 
secular movements presents a 
rather interesting epitome of the 
broad swings of the Combined Aver- 
age and its component industrial 
sub-groups from the pinnacle of the 
boom, down to the depth of depres- 
sion, and then the subsequent recov- 
ery up to last year’s close. The two 
most striking characteristics of this 
remarkable record are the universali- 
ty with which stocks succumbed to 
the great bear market, and the ir- 
regularity of such recovery as has 
since taken place. 

(Please turn to next page) 
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ANOTHER LOW-PRICED STOCK 
WHICH LOOKS ESPECIALLY PROMISING 


If you are looking for large profits, or for a way 
to recover losses, fill out the coupon below. 
It will bring you valuable information without 
cost or obligation. 





We have thoroughly analyzed several hundred stocks in order to lo- 
cate an issue possessing greater-than-normal profit possibilities. 


We have discovered a stock which we believe to be one of the most 
attractive speculations listed on the New York Stock Exchange. In fact, 
this issue promises to be one of the leaders in the next upswing. In our 
opinion, it is selling much below its prospective value. 


,_WHY WE BELIEVE THIS STOCK 
SHOULD BE BOUGHT NOW 


1. The stock is within the reach of all investors, selling 
as it does around $9 a share. But it is not a “cat or 
dog.” It is a long-established company and a leader 
in its field. 


. The company is in an excellent position to profit from 
improving business conditions. The business is such 
that it will benefit greatly from increased public pur- 
chasing power. 


. The capitalization of the company is small. Funded 
debt is only $350,000. There is no preferred stock and 
less than 300,000 shares of common. Quotations could 
advance easily as earnings mount. 


Both the near-term and the long-term prospects for 
this stock are favorable. The action of the stock leads 
us to believe that a good rise is in prospect. 


ind 


w 


2 
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This is one of the most promising issues that we have been able to 
uncover in a long time. Those who buy this stock should reap good 
profits. 


However, events in the Stock Market move swiftly. Short delays of- 
ten prove costly. We believe that this issue will not long be available at 
its present price. 


The name of this stock will be sent to you absolutely free. We shall 
also send you an interesting little book, “MAKING MONEY IN 
STOCKS.” There will be absolutely no charge and no obligation. Just 
address: INVESTORS RESEARCH BUREAU, INC., DIV. 396, 
CHIMES BLDG., SYRACUSE, N. Y. 


SIMPLY FILL OUT THE COUPON BELOW 
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Investors Research Bureau, Inc., 
Div. 396, Chimes Bldg., Syracuse, N. Y. 
Send me the name of the bargain stock which should be 


bought now. Also a copy of “MAKING MONEY IN 
STOCKS.” This does not obligate me in any way. 


I tae Ni a wa 


Kindly PRINT name and address PLAINLY 
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Measured in percentages, many 
of the groups which fell hardest dur- 
ing the depression have already 
staged phenomenal come-backs; but 
are still considerably below boom 


levels. At last year’s close, the 
Combined Average had regained a 
little more than half its loss. Three 
groups—Finance Cos., Gold & Plati- 
num and Variety Stores—have risen 
to fresh record altitudes; though the 
latter is rather anamolous, being at- 
tributable to inclusion of McLellan 
Stores in the group after that com- 
pany had escaped a threatened re- 
organization as a result of its almost 
miraculous come-back. A few in- 
dustries, notably Automobiles, Bak- 
ing, Dairy Products, Department 
Stores, Food Stores, Investment 
Trusts, Paper, Public Utilities, 
Radio, Railroads, Realty and Tires, 
owing largely to excessive competi- 
tion or Government meddling, have 
been relatively slow in recovering. 
Obviously it will well repay in- 
vestors to study long range indus- 
trial trends and to gauge their com- 


mitments accordingly; though there - 


are always individual companies 
which fare much better or worse 
than the industry as a whole. 

One of the most encouraging les- 
sons to be learned from such a study 
of secular movements is that New 
Deal or Old Deal, fresh opportunities 
for the discerning must continue to 
open up in the future as they have 
in the past—so long as there are 
stocks and bonds to buy and sell. 





New Corporate Financing 
Gains Momentum 





(Continued from page 497) 


the capital requirements of many 
utilities. It has been unnecessary 
to refund these issues in many cases 
as they have been paid off over a 
period of years out of earnings or by 
employing depreciation funds for 
that purpose. 

In the industrial field, as in the 
utility, the maturities for 1937 are 
relatively small. Considerable re- 
financing of called issues took place 
in 1936 but in most instances the 
companies involved were leading 
credits. If the market permits, com- 
panies whose financial status is not 
quite so high may attempt to re- 
duce their fixed charges by funding 


operations this year. With some- 
what more attractive yields they 
may be able to appeal to the market. 
Favorable business and no material 
change in long term interest rates 
will aid them by increasing the rela- 
tive attractiveness of their obliga- 
tions. Apart from refunding opera- 
tions, both large and small compa- 
nies in many manufacturing lines 
will be in the market for new capital. 
Increasing need for plant expansion 
and requirements of working capital 
will no doubt result in a rising vol- 
ume of new offerings considerably 
larger than last year. 

Of the three divisions, the rail- 
roads had the smallest volume of 
financing in 1936, about one-third of 
the public utilities’. As maturities 
for 1937 will be less than the previ- 
ous year, earnings will determine 
whether the amount of securities is- 
sued will better the 1936 figure. 

It is upon earnings that the roads 
will depend for financing such as the 
Great Northern achieved in the 
spring of 1936. If convertible fea- 
tures are to be made the buying 
attraction, a good showing per share 
must be made. The problem of good 
earnings is one with which the 
Northern Pacific will be faced in 
calling its Refunding 6s of which 
$106,000,000 are outstanding. There 
are $60,000,000 New York Central 
Convertible 6s callable at 102 after 
May 10, 1937. 

Equipment issues which repre- 
sented about one-fifth of the railroad 
total will continue to come out in 
good quantity. Judged by shortages 
in certain types of cars and the need 
for more modern power, this will be 
a growing field for new issues, lim- 
ited only by the capacity of the in- 
dividual roads to take on new obli- 
gations. 

Clouding the outlook for railroad 
earnings are the elimination of sur- 
charges and labor legislation. While 
some rate revisions may lead to par- 
tial recovery of surcharge revenues 
-—bituminous coal, the principal 
item bearing proposed increases, is 
hardly in a position to absorb ad- 
vances. In our opinion revised rates 
will bring only a small part of the 
lost surcharges. General business, 
however, should contribute enough 
volume to more than offset rate 
losses. Earnings for the six months 
should be somewhat better than the 
previous year. To that extent con- 
tinued funding can be looked for. 








Atlantic Coast Line 
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over the corresponding period of 
1936. 
132.4 per cent in the movement of 
other forest products. 
moved to the extent of 453 cars, 


an expansion of 100.4 per cent ove § 


the corresponding period of the year 


before. There was a gain of 88.9 pe f 


cent in brick and clay products. 
It should not be assumed from the 
foregoing that the Atlantic Coast 


Line is purely a Florida railroad f 


This is far from the facts. With 


more than 5,000 miles of operated f 
lines, it serves the Atlantic seaboard f 


all the way from as far south as 
Tampa, Florida, to Norfolk and 
Richmond, from which point it has 
access to Washington and New 
York City over connecting lines. 

The Atlantic Coast Line is one 
of the oldest railroads in the United 
States. Its report for the fiscal year 
ended December 31, 1936, will be 
the 108rd document of that kind 
to be issued. For many years it has 
been regarded as one of the strong- 
est and most conservatively man- 
aged railroads in the United States. 
For many years, also, its affairs were 
directed in a broad way by Henry 
Walters, whose father and some 
close business associates bought up, 
after the war, various railroads in 
the South, which became the nv- 
cleus of the Atlantic Coast Line 
Railroad. The company was origi- 
nally chartered as the Richmond & 
Petersburg Railroad Co., March 14. 
1836. The name was changed to the 
Atlantic Coast Line Railroad Co 
on April 23, 1900. 

For many years, until March 10, 
1914, a controlling interest in the 
Atlantic Coast Line Railroad Co. 
was owned by the Atlantic Coast 
Line Co. of Connecticut. On that 
date 176,400 shares of the 362,306 
shares of stock of the railroad com- 
pany owned by the other corpora- 
tion, were distributed to the latter's 
common stockholders as a dividend. 
At the end of 1935 the holding com- 
pany still had 216,479 shares of com- 
mon and 5,609 shares of Class “A” 
common, or 26.91 per cent of the 
outstanding amount of these two 
issues of Atlantic Coast Line Rail- 
road. As it is authoritatively stated 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


There was an increase of fh 


Stone wa fh 

















JANI 





Cars, 


L Over & 


> year 
9 per 


m. the 
Coast 
road. 
With 
rated 
oard 
h as 

and 
t has 
Nev 
es, 

one 
nited 
year 
l be 
kind 
_ has 
ong: 
nan- 
ates. 
were 
enry 
ome 

up. 


Line 
rigi- 


il- 


ed 


























GROWTH dictated by 
DEMAND 


The absolute necessity for electricity and gas services has been no 
better proved than in the last six years when, in spite of general busi- 
ness conditions, demand for these services has gone steadily forward. 

Northern States Power Company (Minnesota) and its subsidiaries, 
has aided in meeting this demand by supplying efficient and economical 
utility services without interruption to many of the principal commu- 
nities in Minnesota, North Dakota and South Dakota and certain 
communities in western Wisconsin and northern I[llinois, having a com- 
bined population, as estimated by officers of the company, of 1,300,000. 

Despite increased costs and higher taxes, this company has been 
able to meet the growing demand for its services and to effect certain 
rate reductions. 

It is expected by officers of the company that the communities 
served by Northern States Power Company (Minnesota) and its sub- 
aidiaries will continue to grow and that their growth will dictate con- 


tinued progress for the company. 





12 Months Ended 12 Months Ended 
October 31, 1936 October 31, 1935 
Electric consumers . . . . . . 341,116 336,334 
Gas consumers . .. . .- + + 96,758 95,194 


Gross revenues (all departments) $29,958,602.93 $28,457,291.92 


(In certain instances where a consumer is served by more than one meter, 


each meter is recorded as a consumer.) 





ORTHERN STATES POWER COMPAN 
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that very little, if any, of the rail- 
road company’s stock that was dis- 
tributed as a special dividend has 
been disposed of, the holding com- 
pany, through the shares that it still 
owns, together with those owned by 
its stockholders, controls the rail- 
Toad company to about the same 
extent as before the special distri- 
bution was made. 

The Atlantic Coast Line Railroad 
Co. is conservatively capitalized, the 
funded debt being a little over $150,- 
000,000, the common stock out- 
standing $82,342,700 and the pre- 
ferred stock $196,700. 

As already indicated, the dividend 
outlook for Atlantic Coast Line com- 
mon and the probability of a further 
substantial advance in the price of 
the stock are particularly bright. 
With the marked improvement in 
conditions generally in Florida and 
other Southern states, the record cit- 
rus fruit crop indicated for this sea- 
son, and the favorable rates now en- 
joyed by the railroad in competition 
with the boats, Atlantic Coast Line 
common, now selling around 48 
should further reflect the improved 
earnings prospect. 





The Ghost of NRA Stalks 
Again 
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Richberg program to go any fur- 
ther in regulative law than at pres- 
ent, except to prohibit unjust or 
sweatshop wages and hours as an 
unfair trade practice. The objective 
is to clarify and strengthen the laws 
by definitive language. Practices 
already defined by the courts as un- 
fair, would be defined by law, so 
also would be unfair competition, 
unjust wages or unjust hours. These 
standards would be written in the 
most general language and would be 
finally defined by voluntary collec- 
tive bargaining. An unfair trade 
practice is to be made a matter for 
judicial decision but collective bar- 
gaining is to be left to voluntary 
negotiations. A new government 
agency is contemplated for the pur- 
pose of encouraging business to co- 
operate instead of quarrel in actions 
“which appear to be within the field 
of legitimate activity.” This agency 
would probably be assigned to the 
Department of Justice, but its pur- 


pose would be to prevent, rather 
than to encourage, litigation. Demo- 
crats in business talk about making 
the Department of Commerce a 
friend of business just as Agriculture 
protects the farmer and the Depart- 
ment of Labor glorifies the manual 
laborer. 

There are many bills regulative of 
business but the characteristic of a 
large number of them is that busi- 
ness is to be allowed to do a lot of 
things including “re-sale price main- 
tenance” which was at one time 
regarded as a most damnable com- 
munal sin. 

Freight trains of books could be 
written about what our grave-faced 
reformers have in view for the next 
four years (most of it right now if 
possible), but the essential thing to 
keep in mind at all times is that the 
President, himself, is determined 
that everything shall be done, that 
law can do, to provide every man 
with a good and steady job in the 
complex modern community, in 
which he no longer ean certainly ob- 
tain a job for himself. That task is 
to be accomplished within the pat- 
tern of the historic American eco- 
nomic organization, to provide by 
legislation whatever cannot be pro- 
vided spontaneously. In some in- 
stances the private profit system is 
to be cut out. In others business 
men are to be handed rules for man- 
agement, rules which in the end will 
be written by organized labor. Thus 
may come about a great industrial 
peace and calm. Everybody is to 
eat voluminously but nobody is to 
be eaten! 





The Farmer Bets on Wheat 
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at the same time. The admitted 
shortage in the importing countries 
and his own greatly improved posi- 
tion as to the use he can make of 
his income give him greater courage 
and renew his faith in expanded pro- 
duction. 

The important feature in the 
whole field of the commodities pro- 
duced on the farm is the betterment 
in the purchasing power of the farm- 
e1’s dollar. Twelve months ago this 
price ratio had climbed from its all- 
time low up to 90. Now, this rela- 
tion between prices paid by the 


farmer and prices received for the 
products is back to practically pre. 
war parity. 

The mark-up in farm products 
has been sharp and pretty much all 
inclusive, while the prices for thingy 
which our farmers buy have rp 
mained fairly stationary. The preg. 
ent status registering an improve 
ment of 10 per cent in the agricul. 
turist’s favor, as compared with 
year ago, makes for a much mor 
cheerful atmosphere. 

As of the close of 1936, compared 
with prices of twelve months earlier, 
corn showed an advance of 73 pe 
cent; eggs, 42 per cent; wheat, 88 
per cent; hides, 25 per cent; cotton, 
11 per cent. 

This decided improvement which 
exerts its real strength in the grow. 
ing volume of business coming from 
the farm, must be expected to show 
some further broad expansions, in 
view of the abnormal conditions 
which have prevailed during the 
depression years. The showing made 
by the mail order houses and the 
chain stores is remarkable in im. 
provement through the years 1934, 
1935 and 1936, and impressive in the 
totals of sales made. The farm ma- 
chinery makers may look forward to 
a particularly good period of two or 
three seasons, if the drouth cycle is 
definitely ended. There is a huge 
backlog in the postponed demand of 
the farmer for new tools; the old 
tractor, drill, harrow, corn planter, 
self-binder and what not suffered 
many home made repairs during the 
drouth years and new equipment is 
needed. 

Agricultural income in 1936 is cal- 
culated to total 9,530 million dollars. 
This total includes benefit pay- 
ments, the value of all crops and 
animals produced figured at aver- 
age prices, a gain of 12 per cent over 
1935. Final figures are expected to 
exceed 10 billion dollars, the highest 
figure since the price collapse in 
1929. 

All in all, the outlook is more 
satisfactory than for some years 
past. Commodities look to go still 
higher, the farmer has his chin up 
again. Farm buying, more than any 
other one factor, goes to provide 8 
market for manufactured goods and 
thus to solve the overhanging prob- 
lem of unemployment. That is the 
one thing to be eliminated in so far 
as is possible. 
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Industrial Rayon Corp. 





(Continued from page 499) 


cross-dyeing effects. It so happens 
that rayon made by the viscose 
process—and this is the process used 
by the Industrial Rayon Corp.— 
takes direct dyes. Acetate rayon on 
the other hand, which differs from 
viscose rayon in that it is not merely 
regenerated cellulose, will only take 
special acetate dyes. A yarn can be 
spun containing a mixture of viscose 
and acetate rayon which, when run 
through a bath in which there has 
been placed the two different kinds 
of dyes, produces unusual effects. 
With such developments as this to 
what the public’s appetite periodic- 
ally, one cannot imagine rayon going 
out of style, or suffering any such 
fate as the mohair skirt. 

That Industrial Rayon can be 
counted upon to keep up with the 
growing industry is attested by its 
new continuous process and the 
plans for the new plant at Pains- 
ville. The company’s Cleveland 
plant and the plant at Covington, 
Virginia, are both modern; the lat- 
ter, indeed, was only completed in 
1930. 

On the other hand, Industrial 
Rayon’s business is subject to forces 
ever which the company has no 
control and, as is shown by the past 
record, these forces can have ad- 
verse effects upon earning power. In 
1931, attempting to stabilize the de- 
mand for yarn, the company set up 
its own knitting, dyeing and finish- 
ing department. Even so, the tex- 
tile business is notoriously unstable, 
subject to alternative gluts and 
shortages and liable at any time to 
be hampered by price-cutting and 
other forms of cutthroat competi- 
tion. 

It is the inherently speculative 
character of the textile industry that 
makes one hesitate to endorse any 
of its securities for long-term hold- 
ing, although they frequently prove 
exceedingly profitable commitments 
over the shorter-term. Nor does the 
generally troubled labor situation 
that exists today and the possibility 
that something approaching N R A 
will be revived, detract from the 
inherent risks. N R A, it will be 
remembered, probably had a greater 
effect upon the textile industry in 
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‘raising costs than any other factor. 
: Yet, while these are all admittedly 
‘valid considerations to which due 
thought must be given, the balance 
at the present time appears to be 
more heavily weighted on the other 
side. In the case of Industrial 
Rayon, increasing demand, plus 
‘technical progress, should more than 
offset any adverse developments 
‘that are at all likely to happen in 
actuality. The stock at the current 
price of some thirty-eight dollars a 
‘share does not appear to discount 
,its earning potentialities. 





‘Orders for 30 Billion Dollars 
Worth of Goods? 





(Continued from page 478) 


} “Taking account of the deficiency 
‘in existing household furnishings 
‘and equipment, the increase in the 
inumber of households, the normal 
‘replacement, and figuring on the 
‘basis of present prices,” asserts the 
survey, “we would estimate that the 
‘minimum requirements over the 
‘next five years would represent a 
level of production at least 10 per 
cent above that of the 1925-1929 
period. This would be at the rate 
of approximately $6,000,000,000 a 
year.” 

Railroad expenditures for capital 
and maintenance purposes from 1925 
through 1929 averaged more than 
#2,500,000.000 a year. The average 
for the period 1930-1936 has been 
only half this total. For five years 
the output of new rolling stock was 
almost negligible, falling so far short 
of scrappage of old units that total 
inventory of rolling stock shrank 
continuously. Even the substantially 
increased output in 1936 did not 
suffice to prevent further decline in 
total inventory. In the case of road- 
bed and _ structures, depression 
checked modernization previously 
under way. Because of deferred 
maintenance, changed competitive 
conditions and development of new 
types of equipment, a larger portion 
of rail facilities is obsolete than ever 
before. 

Although estimating needed ex- 
penditures on roadbed and _ struc- 
tures is complicated by many uncer- 
tain factors, the amount is placed at 
a minimum of $300,000,000. The 
deficiency in locomotives is esti- 
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mated at 8,000 units, representing a 
cost at present prices of $800,000,- 
000, while that in freight cars is 
placed at 400,000 and in passenger 
cars at 6,000, representing combined 
cost uf approximately $1,000,000,000. 
Deferred repair of existing rolling 
stock is estimated at $100,000,000. 
Thus the aggregate accumulated de- 
ficiency in railroad maintenance, as 
of the end of 1936, is placed at 
$2,200,000,000. 

The needs of normal maintenance 
for the next five years are estimated 
at $2,000,000,000 a year. If, in addi- 
tion, the accumulated deficiency is 
made up during 1937-1941 the total 
requirements would be roughly 
equal to those of the 1925-1929 
period or approximately $2,500,000,- 
000 a year. 

Combined capital and mainten- 
ance expenditures of the public 
utilities during the 1925-1929 period 
averaged $2,250,000,000 a year, with 
outlays of the electric power indus- 
try for new plant and equipment 
ranging between $700,000,000 and 
$900,000,000. At the low point of 
1933 and 1934 the latter total had 
declined }yy some 80 per cent. AI- 
though no significant accumulated 
deficiency in electric power plant 
exists, demand for electric power is 
already 15 to 20 per cent above 
pre-depression levels and will 
broaden further. Therefore there 
will be need for considerable expan- 
sion of capital outlays over the 
coming five years. Average annual 
needs are placed at $900,000,000 or 
roughly equal to those of 1925-1929. 

In the telephone field average an-. 
nual capital and maintenance ex- 
penditures during 1925-1929 ex- 
ceeded $600.000,000. The survey 
concludes that the requirements of 
the next five years will approxi- 
mate this annual figure. 

In the electric transit industry— 
although it is in a declining phase— 
requirements are estimated at ap- 
proximately $350.000,000 a year or 
about equal to those of 1925-1929. 
The gas industry, natural and man- 
ufactured, made capital and main- 
tenance outlays of less than $300,- 
000,000 even in 1929 and is not a 
large factor in durable goods, but 
with consumption at a new high 
and trending upward, potential ca- 
pital requirements substantially ex- 
ceed those of the 1925-1929 period. 

Although the available data cover- 
ing industrial enterprise is seriously 


incomplete, it appears that capita) 
and maintenance outlays in this 
field averaged at least $7,500,000, 
000 a year during 1925-1929, con. 
stituting about 55 per cent of total 
expenditures for producer’s durable 
goods and roughly 25 per cent of 
the grand total for durable goods 
of all kinds. This field is therefore 
an exceedingly important market 
for durable goods. It is worth noth. 
ing that outlay for machinery and 
movable equipment normally age. 
counts for some 80 per cent of the 
total and construction of industrial 
buildings for the balance. 

Machinery, of course, has a much 
shorter life span than the building 
which houses it, and aside from ac. 
tual wear is subject to a relatively 
rapid rate of obsolescence due to 
technical progress in the design of 
new equipment. There can be no 
doubt that the age distribution of 
the machinery inventory has shifted 
substantially since 1929, with the 
existing proportion of new and up- 
to-date equipment much lower than 
before the depression. 

Taking into account both deferred 
maintenance and the great techno- 
logical advance made in machinery 
design during the depression, the 
accumulated deficiency is estimated 
at roughly $10,000,000,000. To make 
up this deficiency, take care of nor- 
mal replacements and provide for 
population growth, the potentiali- 
ties of the next five years are placed 
at between $10,000,000,000 and $11,- 
000,000,000 a year or approximately 
40 per cent higher than the 1925- 
1929 average. 

Pre-depression outlays for farm 
buildings and equipment were 
around $1,000,000,000 a year, but 
declined to a little more than a 
quarter of that amount in 1932, 
Despite substantial recovery during 
1933-1936, the accumulated defi- 
ciency is more than $1.000,000,000. 

Public and semi-public construc- 
tion—the latter including private 
schools, clubs, churches and_ the 
like—was in the magnitude of about 
€3,500,000,000 a year prior to the 
depression, with public works ac- 
counting for nearly 90 per cent of 
the whole. While the latter held 
up better than other types of con- 
struction, reflecting governmental 
spending to relieve unemployment, 
nevertheless it is estimated that vol- 
ume by the start of 1933 had been 
reduced by about one-half. 
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WHY YOUR PLANT BELONGS IN NEW YORK STATE 


a plant. 


N the days when production costs were industry’s 
chief concern, plants flocked to New York State. 
They came because water power, labor and raw ma- 
terials were plentiful. 

Today, when the cost of selling and distributing goods 
has become another of industry’s great problems, New 
York State is more than ever the ideal location for 






The greatest market in the world is concentrated in 
and around New York State. Forty-nine percent of 
the nation’s people, 55% of the nation’s wealth are 
east of the Mississippi and north of the Ohio. 

53 railroads blanket New York State with 8400 miles 
of track. These are so intimately linked with a mod- 
ern system of highways, waterways, lake and ocean 
ports that goods can be shipped directly and econom- 
ically to any point in this country or foreign lands. 
Abundant power at low rates is available throughout 
the territory served by the operating companies of the 
Niagara Hudson System. 

The offices of our principal operating companies in 
Albany, Syracuse and Buffalo are glad to cooperate 
with those interested in locating their business in 
this territory. 
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NIAGARA tall, HUDSON 
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Recovery in public construction 
has lifted the total to a level not 
far under that of the pre-depression 
average, but allowance must be made 
for growth of population and accu- 
mulation of repair work. Although 
it is not possible to measure actual 
requirements of the future, the needs 
of the next five years appear of a 
magnitude at least equal to the 
actual construction of the late twen- 
ties. 

The above, it should be repeated 
in conclusion, is not a business fore- 
cast, but an appraisal of potentiali- 
ties in durable goods. It should be 
added that consumption goods, al 
though much closer to the pre-de- 
pression plane than durable goods, 
present potentialities for somewhat 
further recovery, as well as for nor- 
mal growth with population over 
the next five years, even without 
betterment of the pre-depression 
standard of living. 

Bearing upon the actual economic 
outlook, the Brookings Institution 
observes that: “The economic situ- 
ation today is one of delicate adjust- 
ment and precarious balance.” It 
summarizes the essential require- 
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ments for a consistent program of 
further recovery—as its investiga- 
tors see them—as follows: 

“The re-establishment of a_bal- 
anced Federal budget as a founda- 
tion on which to build enduring 
progress.” 

“The continuance of the present 
policy of maintaining a fixed price 
of gold and the _ establishment 
through international co-operation 
of a system of stable foreign ex- 
changes.” 

“The extension of the program of 
reciprocal trade agreements as the 
most practical means of reducing 
artificial barriers to commerce and 
reopening the channels of interna- 
tional trade.” 

“The preservation of the generally 
favorable ratio of prices and wages, 
in the interest of progressively ex- 
panding the real purchasing power 
of workers and creating a demand 
for added production and employ- 
ment—placing emphasis upon price 
reductions as a means of carrying 
the benefits of technological progress 
to all groups within the nation.” 

“The maintenance, in general, of 
prevailing hours of labor, as the 


only means of meeting the produc- 
tion requirements involved in re- 
storing during the next few years 
the standards of living of the labor 
masses and promoting the economic 
advancement of the nation as a 
whole.” 

“The elimination of industrial 
practices — private and public— 
which tend to restrict output or to 
prevent the increase of productive 
efficiency.” 

“Shifting the emphasis in agricul- 
tural policy from restricted output 
and rising prices to the abundant 
furnishing of the supplies of raw 
materials and foodstuffs required by 
gradually expanding markets.” 

The Magazine or WALL STREET 
express no opinion on these “essen- 
tial requirements” but does concur 
heartily with the following conclud- 
ing thought: 

“The economic advancement of 
laborers, clerical workers, profes- 
sional groups, business men, and 
farmers all depends upon our pull- 
ing together, with the aid of gov- 
ernment, toward the common objec- 
tive of increased production and 
higher living standards.” 












Answers to Inquiries 
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stockholders has been enhanced 
also by taking advantage of existing 
low money rates to refinance high 
interest bearing debt. It is ex- 
pected, therefore, that the report 
covering the full year 1936 will re- 
veal a considerable improvement 
over 1935 when the equivalent of 74 
cents a share was shown on the com- 
mon stock. The year end balance 
sheet is also expected to show a 
much improved financial status. 
The establishment of the stock on 
an 80-cent annual dividend rate is 
is indicative of the improvement 
which has occurred in the affairs of 
the company. With further im- 
provement indicated in all branches 
of the business during the current 
year, the stock of this company 
should prove a satisfactory holding, 
in our judgment. 





Continental Insurance Co. 


Do you look to a better year for Conti- 
nental Insurance than the last one? It seems 
to me its large holdings of common stocks, 
and the rise in these, should bring this issue 
inte greater market prominence? What are 
my prospects as to stockholder?—F. W. A., 
Salt Lake City, Utah. 


Continental Insurance Co. is one 
of the outstanding organizations in 
the fire insurance field, writing busi- 
ness in practically every state and 
territory of the United States and 
Canada. As has been the experience 
in the entire fire insurance field, fire 
losses have been somewhat heavier 
recently and this situation, together 
with lower premium rates, has 
tended to restrict income from un- 
derwritings. On the other hand, 
the company has benefited mark- 
edly from the recovery which has 
occurred in the securities markets, 
particularly since a large portion of 
its holdings consist of common 
stocks. Due to increased corporate 
earnings and the more liberal divi- 
dend policy brought about in part 
by the tax on undistributed net in- 
come, investment income has shown 
sharp improvement. The outlook 
for underwriting profits during the 
current year remains rather color- 
less, but with further recovery indi- 
cated for the average run of com- 
mon stocks, liquidating value of 


Continental’s own stock should im- 


prove further. In this connection 
it is well to bear in mind that a com- 
pany such as Continental Insur- 
ance is not unlike an investment 
trust, because of its wide and care- 
fully selected security holdings. 
However, the company has a dis- 
tinct advantage over the investment 
trust in that it ordinarily can look 
forward to a steady stream of fresh 
investment funds as a result of un- 
derwriting operations. At current 
quotations, the stock is selling at a 
discount from indicated equity value 
and it seems probable that further 
recovery of the market as a whole 
would witness a worthwhile percent- 
age gain in this stock also. It is our 
suggestion, therefore, that you main- 
tain your holdings. 





Mid-Continent Petroleum Corp. 


With 1986 earnings estimated at $2.50 a 
share, and with a banner year predicted for 
the oil industry, I believe Mid-Continent 
Petroleum will sell higher. Possibly there 
are factors I have overlooked. Kindly favor 
me with your views—W. C. F., Houston, 
Texas. 


We agree with you that the out- 
look from the standpoint of earnings 
for Mid-Continent Petroleum is fav- 
orable at this time, primarily be- 
cause of the bright prospects for oil 
producers and partly because of the 
improved status which the manage- 
ment of this company has been able 
to effect. It follows logically that 
higher prices than currently obtain 
for the shares of this company could 
rule in the future and we know of 
no factors which you would likely 
have overlooked in your reasoning 
with regard to this company, inde- 
pendent of the oil situation as a 
whole. There are undoubtedly 
factors operating in the longer term 
prospect which are quite clearly 
constructive in their effects on the 
oil stocks as a group, but it must 
be remembered that in recent ses- 
sions of the market the oils have 
had a substantial advance, and at 
least to some extent discounted the 
improved position which they now 
enjoy. At best potential over sup- 
ply of crude oil overshadows the 
future prospect, although much pro- 
gress has been made toward restric- 
tion of output, looking to a healthy 
balance between production and 
demand. The trend in consumption 
of oil and its products is, and is 
likely to continue to be, strongly 


upward, and to some extent thar 
fact aids in maintaining a satisfac. 
tory price structure in the industry, 
As a unit in the industry, Mid. 
Continent has rounded out its ae. 
tivities and is well situated to regis. 
ter further improvement under 
favorable conditions. 





Kennecott Copper Corp. 


Do you believe the move in the coppers 
is nearly over at least for the time being? 
Would you continue to hold 100 shares of 
Kennecott Copper bought at 3936 for 
price appreciation rather than income?— 
A. C. R., Chicago, Il. 

We find no indications of a re 
action in the price structure of cop- 
per metal at this time. So long as 
the price structure remains firm, the 
shares of such a leading producer as 
Kennecott should exhibit strength. 
To liquidate your holdings at pres- 
ent price levels would be to deny 
yourself the opportunity to profit by 
any advances which would be pro- 
voked by continuance in the uptrend 
in the market for the metal, and 
such is a possibility. Although po- 
tential production in copper con- 
tinues as a threat to the price struc- 
ture, since rising prices for the metal 
tends to increase its production, the 
record nevertheless demonstrates ef- 
fective control over the domestic 
market by reason of a tariff wall and 
by virtue of the concentration of 
production among relatively few. 
Kennecott participates in the world 
market through its Chile properties 
also, which are low cost producers. 
While potential over - production 
tends to prevent too rapid advances 
in the price levels, it is not the sole 
factor—consumption of the metal 
playing an important role in making 
the market. With continued expan- 
sion in demand arising from further 
increase in the development program 
of the public utilities, the Telephone 
& Telegraph Companies, and the 
electrical appliance manufacturers, 
as well as the building and construc- 
tion trades, it is obvious that the 
market is well balanced. We be- 
lieve the tendency will be toward 
firmer price structure, rather than 
the reverse. We believe therefore, 
that the constructive factors pre- 
dominate in this situation and see no 
need for haste in liquidating your 
holdings of this stock, even though 
present quotations do offer you a 
very handsome profit on your pur- 
chase. 
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Co. 


To what extent do current prices of 
American Brake Shoe reflect its probable 
share in the anticipated huge demand for 

equipment. In view of its sharp 
rue of the past year, is much further appre- 
cation possible?—L. B. C., Los Angeles, 
Calif. 

It is obvious, judged on the basis 
of ratio of current earnings to mar- 
ket price that these shares have al- 
ready to some extent anticipated 
substantially higher earning power 
in the future. It is estimated that 
American Brake Shoe will earn 
about about $2.75 a share in 1936. 
This will represent an increase over 
the share earnings of 1935 of about 
63%. Certainly it is reasonable to 
conclude that a greater increase in 
volume of business is in store in the 
future for the equipment manufac- 
turers, than to date has been re- 
corded. It follows logically that 
earning power should show still 
greater percentage increase in the re- 
ports that are to come covering fu- 
ture operations. American Brake 
Shoe & Foundry Co. will not only 
profit substantially when the vast 
potential demand for new equipment 
materilizes, but in addition it will 
continue to profit by the heavy re- 
placement demand in brake shoes, 
car wheels, castings and forgings and 
track parts. By reason of this re- 
placement demand, this company 
was able to carry through the de- 
pression years, not in a single in- 
stance failing to show some net in- 
come from operations. Under these 
circumstances, it is only natural the 
shares of this company should be in 
demand at a time when the outlook 
seems so clearly favorable, and we 
believe that further substantial ap- 
preciation in the market value of 
these shares is by no means an un- 
reasonable expectation. 


Youngstown Sheet & Tube Co. 


I am wondering if Youngstown Sheet & 
Tube isn’t selling at a much lower ratio to 
earnings than other stocks in its category. 
Would you, therefore, give me an evaluation, 
taking into consideration bond redemptions, 
payments of accumulations on its preferred 
and new operating factors?—M. B. H., Nash- 
ville, Tenn. 


Youngstown Sheet & Tube Co. 
numbers among its major consuming 
outlets, the oil, gas and building in- 
dustries. Minor consumers such as 
the automobile, container and mis- 
cellaneous metal fabricating trades 
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have recently increased in impor- 
tance. This increase of outlets has 
enabled the company to present di- 
versified products which have re- 
sulted in increased earnings. This is 
very apparent in the comparison of 
1935 and 1936 net income reports. 
For the full year of 1935 Youngs- 
town reported a net income of $1,- 
598,000 equal to 65 cents a share on 
the common stock, after preferred 
requirements. For the nine months 
ended September 30, 1936, a net in- 
come of $6,845,386 equal to $5.27 per 
common share was reported. Not 
only are current earnings better but 
the company is preparing for future 
profits by planning to spend approxi- 
mately $10,000,000 in the erection 
of new plants. Naturally, this would 
mean substantially increased pro- 
duction, enabling the company to 
participate extensively in the greater 
demand for products of this type. 
The management has taken rapid 
strides in discharging the arrearages 
on the preferred stock and as of 
January 2, 1937, they amounted to 
only $9.621%4 per share. Further- 
more, calling of convertible deben- 
tures also gives a heartening note to 
possible disbursements on the com- 
mon in the future. Full year esti- 
mates for the company are very sat- 
isfactory, orders on hand being sub- 
stantial. However, the outlook is 
somewhat beclouded by the strikes 
prevalent in the automotive indus- 
try, and until these are settled, pro- 
duction will naturally be retarded. 
Nevertheless, the general trend of 
the industry is very encouraging and 
with the automobile industry look- 
ing forward to its best year in a long 
time, continuance of the improve- 
ment already shown appears very 
likely. Consequently, it is felt that 


at current reasonable prices for the 
stock retention is advisable. 





Purity Bakeries Corp. 

I would like to know what I may hope 
for from my Purity Bakeries shares in the 
period ahead. Wédl its recent progress be 
extended? Is the depression for “luxury” 
bakers now over? Can higher raw material 
costs act as a brake on further tmprove- 
ment?—J. A. Y., Philadelphia, Pa. 


Although Purity Bakeries Corp. 
gathers its volume of business from 
the bread division, its real profits are 
realized form the higher priced cake 
and bakery lines. The profit mar- 
gins on these are much wider, thus 
contributing much more to net earn- 
ings. It follows, therefore, that 
the increased consumer purchasing 
power currently being experienced 
will be a definite aid to the company 
in reporting substantially higher 
profits in the future. This is very 
apparent from the third quarter re- 
port, although retarded by seasonal 
summer months dullness, when a net 
profit of $274,613 was shown, or 
more than double that of a year ago. 
Naturally, profits will be effected by 
the higher cost of raw materials, but 
it is felt that increased volume 
sheuld largely compensate for this 
contingency. Furthermore, the com- 
petition experienced in this field, 
particularly at the hands of local 
bakeries, will lessen with the in- 
creased demand for higher cost prod- 
ucts. As the detrimental influences 
of the depression are cast off, volume 
sales should increase accordingly. 
With this increase, profit margins on 
the bread division should widen, 
thus enhancing the possibility of sub- 
stantial improvement in earnings for 
the future. Distribution of the com- 
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pany’s products is effected through 
approximately three hundred and 
forty stores located throughout the 
eastern, central western and south- 
western sections of the United 
States. The main factor in this dis- 
tribution is Cushman & Sons, Inc. 
This company is virtually entirely 
owned by Purity. Estimates for 
Cushman for 1936, are that opera- 
tions were on a profitable basis once 
again, thus substantiating the belief 
that the demand for the higher 
priced products is increasing consid- 
erably. All contingencies point to a 
very constructive attitude toward 
the stock and retention is suggested. 





Happening in Washington 





(Continued from page 475) 


have permit laws of this type, this 
would force more stringent traffic 
codes in half the nation. Steady toll 
of traffic accidents may cause seri- 
ous consideration of such legislation. 


Price maintenance via _ federal 
trademark law is newest idea of Rep. 
Patman. He is drafting tentative 
bill to permit owner of registered 
trademark to file with Patent Office 
schedule of retail prices (plus $25 
fee). Deviation from this schedule 
would be actionable as trademark 
infringement. Federal Trade Com- 
mission would have power to set 
aside price schedules found monopo- 
listic or injurious to consumers. 


Small houses demonstration project, 
sponsored jointly by F H A and lum- 
ber manufacturers and dealers, aims 
to build at least three houses to sell 
complete for $2,500 to $4,500 in 
some 1,000 communities this spring. 
All will embody F H A construction 
standards and finance plans. Hope 
is to touch off building boom by 
showing builders how to tap huge 
home market in low-income class. 


R F C extension means continuance 
of government lending to business, 
or possibility of it, sufficient to keep 
interest rates and credit supply with- 
in range administration thinks 
proper. Looks incongruous when 
other branches of administration are 
discussing fears of too much business 
credit, but demonstrates that gov- 
ernment controls of economic forces, 
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established in name of emergency, 
have irresistable tendency to con- 
tinue indefinitely. 


Attack on courts through legisla- 
tion to curb their power not ex- 
pected until after Supreme Court 
passes on labor relations act and 
social security, though impatient 
New Dealers in and out of Congress 
are trying to jockey Roosevelt into 
immediate action. The most that is 
anticipated are laws to speed consti- 
tutional questions direct from lower 
to Supreme Court and to require 
two-thirds of Supreme to join in 
decisions holding laws unconstitu- 
tional. 





Opportunities in Convertible 
Preferreds 
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During the last six months of 
1936, Paramount Pictures began to 
show signs of fulfilling the promise 
of the sweeping reorganization ef- 
fected early in 1935. The fact that 
the substantial scaling down in fixed 
charges was not more effective in 
rejuvenating the company’s earnings 
was due in a large measure to the 
inexperience of the management in- 
stalled at the time of the reorganiza- 
tion. This condition, however, has 
since been corrected and under the 
stimulus of greatly increased attend- 
ance at motion picture theaters, 
earnings of the company gained ap- 
preciably last year. For the first 
time since 1929, aggregate box-office 
admissions for all motion picture 
theaters amounted to $1,000,000,000 
and attendance of 88,000,000 was a 
gain of 10% over 1935. Paramount 
operates about 1,100 theaters, plus 
about 400 more associated proper- 
ties, and is, in fact, the largest thea- 
ter operator in the motion picture 
industry. Accordingly, conditions 
last year were highly favorable to 
the company. In its producing divi- 
sion, also, the company was more 
successful last year and features 
scheduled for early release appear 
to include several genuine “hits.” 
Finally, the company has under con- 
sideration plans for refinancing its 
6% debentures on a lower interest 
basis, and a complete overhauling 
of its producing and administrative 
branches is expected to effect a large 


reduction in overhead. These vari- 
ous savings may amount to as much 
as $2 a share for the common this 
year. 

All back dividends on the com- 
pany’s 249,981 shares of first pre- 
ferred shares were liquidated last 
year and back dividends on the sec. 
ond preferred were reduced to 60 
cents a share. The liquidation of 
this amount and the resumption of 
regular payments of 60 cents a share 
are an early possibility. The second 
preferred shares, par $10, are con- 
vertible into common stock of the 
company on the basis of nine shares 
of common for each ten shares of 
second preferred. In other words, to 
reflect the value of this feature, the 
quoted price of the second preferred 
will reflect about 90% of the price 
of the common. The company’s re- 
port for 1936 is not available, and 
year-end adjustments preclude an 
accurate estimate. It would not be 
surprising, however, if better than $2 
a share is shown for the common. 
Earnings this year might well be 
double that figure. In any event, 
the possibility appears to be suffi- 
ciently well founded to warrant 
speculative consideration of the sec- 
ond preferred shares, on the strength 
of their convertible feature. 





Rail Prospects More Helpful 
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last year. The lack of consist- 
ency in imposing lower rates and 
higher wages, however, may prove a 
strong defensive weapon for the rail- 
roads. 

Reorganization of insolvent carri- 
ers continues to be a very slow 
process. Better earnings, however, 
should tend to speed the formula- 
tion of reorganization plans and 
encourage their acceptance of se- 
curity holders. Of those roads which 
have escaped financial difficulties for 
the majority of them, improving 
earnings have strengthened the posi- 
tion of their senior securities, but 
such considerations as_ deferred 
maintenance, equipment needs and 
bank loans preclude early considera- 
tion of dividends. Accordingly, can- 
didates for favorable dividend action 
in 1937 continue to be limited to a 
comparatively few outstandingly 
successful roads. 
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Mexico Goes Left 








(Continued from page 485) 


the most ambitious single advance 
of the agrarian program resulted in 
the distribution of over half a mil- 
lion acres in the cotton raising 
Laguna district to more than 28,500 
workers. 

The land taken has been expro- 
priated from those holding legal 
title either by payment which the 
owners have declared represented 
only a fraction of its value or with- 
out any payment to date. Even 
now less than half of those entitled 
to land under existing law have re- 
ceived grants and the government is 
faced with the problem of finding in 
many regions land enough to go 
around or at least land acceptable 
to those demanding it in sufficient 
quantity to go around. 

The agrarian program affects for- 
eign interests much less than Mexi- 
cans. Other proposals have reached 
farther, to touch oil and mining and 
other properties, largely foreign 
owned. As to these, the most acute 
problems seemed until recently to 
have passed but they are now faced 
with legislation of more radical 
character than that formerly adopted 
and by a labor movement disposed 
vigorously to push its demands. 
The foreign interests chiefly affected 
are American. Their value has 
risen spectacularly during the years 
since 1900. All American direct in- 
vestments in Mexico were estimated 
to be worth some $185,000,000 in 
1900 but in 1934 the United States 
Department of Commerce put them 
at $632.000,000. 

The developments most serious- 
ly affecting foreign interests may 
prove to be not those involving di- 
rectly agricultural or other landed 
properties but those concerning 
labor. That legislation to protect 
workmen was badly needed at the 
end of the Diaz regime is patent to 
everyone. Labor organizations have 
flourished and have won extraordi- 
nary influence in the period of the 
Revolution. They have at times al- 
most formed states within the state. 
They threaten to do so now. Ef- 
forts to arouse the employees in in- 
dustry to demand their rights be- 
came successful especially after 1918 
under the lead of Luis N. Morones. 


His organization, the Crom, at one 
time claimed 1,200,000 members. 

The pressure which it put upon 
the government explains to large de- 
gree the advanced labor laws already 
on the statute books. But the de- 
mands of the workers have now far 
outrun the Morones standards and 
he, like Calles, has been expelled 
from Mexico and has taken up resi- 
dence in the United States. 

For a time after the Crom reached 
its peak of power the Mexican labor 
movement seemed to be disintegrat- 
ing. Factions fought each other 
and Crom membership steadily 
sank. It split up in 1932 and the old 
organization is now only a minor 
factor. Out of the disorder rose 
Vicente Lombardo Toledano, an 
able leader who through his C. T. M. 
(Confederation of Mexican Labor- 
ers) now claims to head 90 per cent 
of organized workers of the country. 


The influence of the C.T.M. 
group upon the Cardenas govern- 
ment is now far-reaching. It pro- 
tests its loyalty to the administra- 
tion, though occasionally condemn- 
ing certain of its acts. It has un- 
dertaken active propaganda work 
throughout the country. During 
the past year it has sponsored or 
supported a large number of labor 
disputes. Since domestic capital is 
of limited amount and _ industrial 
activities predominantly represent 
foreign investments, the conflicts in 
industry touch foreign investments 
much more than controveries touch- 
ing agricultural land. 

Space limitations do not allow a 
complete listing of the labor con- 
flicts since the installation of the 
Cardenas regime. On May 18, 1935, 
a general railroad strike was only 
halted by the government’s declar- 
ing railroad employees to be govern- 
ment employees and without the 
right to strike. Labor organizations 
protested, charged the government 
had yielded to “imperialistic” Amer- 
ican influences, and announced that 
the real trial of strength would be 
postponed. Demand that public 
employes be allowed to form unions 
and for official unionization of all 
industry, for higher wages, for bet- 
ter medical services and for better 
housing of employees have been con- 
tinuous since. The merits of the 
controveries may be disputed but 
they have shown steady increase in 
the scope of the demands made and 
in the number of persons affected. 


Among other interests, they have 
fallen upon the paper trust (Span- 
ish), textile plants (French), the 
Mexican Light and Power Com- 


pany (chiefly Canadian), sugar 
companies (American), cotton 
growers (American), mining and 
smelters (chiefly American), oil 
(chiefly American and British) , and 
the fruit industry (American) .* 

The attitude of the group in con- 
trol of the government toward labor 
is unmistakable both in the in- 
terpretation of the law and in the 
proposals for new legislation. The 
labor organizations have demanded 
the right to organize and to bargain 
collectively with employers. A de- 
cision of the Mexican Supreme 
Court of December 2, 1936, in- 
terprets the existing law to bar all 
company unions, a victory of signal 
character for the laborers. 

The government, meanwhile, has 
shown its desire to go along with 
the advance by threatening that if 
industrialists do not keep their 
plants running their properties may 
be turned over to the workers. It 
sponsored a law, passed November 
3, 1936, expanding the right to take 
private property needed for the so- 
cial program. Formerly only land 
and waters could be thus taken over. 
Under the new law even machinery 
may be requisitioned for the use of 
the laboring classes, a standard now 
supported by a supreme court de- 
cision of December 2, 1936. 

Taken as a whole, the govern- 
ment has consistently shown the de- 
sire to keep ahead of the demands 
of the revolutionists in both the 
land and labor legislation. In no 
instance has Cardenas disappointed 
the agrarians and only in the case 
of the railroad strike could the in- 
dustrial laborers claim that the ac- 
tion taken “came as a shock to their 
desires.” The speeding up of gov- 
ernment leadership in recent months 
is doubtless partly explained by the 
desire to make a good showing as 
the first two years of the President’s 
administration and of the Six-Year 
Plan to which he is committed came 
to a close on December 1, 1936. 
There is no reason to believe, how- 
ever, that advance legislation will 
cease to be pushed. 


The Six-Year Plan, “the new 





* This summary is based on the issues of the 
Mexican Labor News published by the Press De- 
rtment of the Workers’ Cniversity of Mexico, 
Faly 1, 1936-January, 1937, and the Mexican News 
ter published by the 
Party, 


National Revolutionary 
ovember-December, 1936. 
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darter of the revolution,” is a pro- 
m which, ironically enough, was 
gonsored by the now discredited 
(alles. He felt it should be “a pro- 
m ... based on calculation, on 
tatistics and the lessons of experi- 
ace” and confined to what is possi- 
ile under Mexican conditions. A 
to radical program he declared 
vould be “a crime” and carried “at 
the cost of the hunger of the masses.” 
Working out the program falls to 
(ardenas. As it is phrased the plan 
ontains many vague provisions and 
vhether it will prove to be one fall- 
ing under the first or second of the 
dassifications Calles used can be 
judged only by the concrete mea- 
ures Which the new administration 
adopts. 
Calles declares the present course 
of Mexico is toward chaos. Car- 
denas and his followers maintain 
the measures they have adopted as- 
sre steady advance to a national- 
ist economy which will bring sta- 
bility in government and a steady 
rise in the standard of life of the 
Mexican masses. Whatever the out- 
come, there seems to be little doubt 
that the administration, and the 
lkaders of opinion outside the gov- 
emment are still steadily leading 
Mexico toward more radical policies. 





1936 Records—1937 
Prospects 





(Continued from page 488) 


they are selling at an exceptionally 
high ratio to estimated earnings for 
last year. Yet a year ago many of 
these same stocks would have ap- 
peared to have been selling very 
high in relation to 1935 earnings, 
which in not a few cases were then 
non-existent. In the interim, how- 
ever, many of these same companies 
have doubled and tripled per-share 
earnings, while others have replaced 
1935 deficits with sizable profits. If 
present indications mean anything 
1937 profits will record further sub- 
stantial gains and prevailing quota- 
tions for the shares of such com- 
panies are in part anticipating this 
trend. As stated elsewhere, 1936 
results are being regarded by the 
stock market as a hint of potential 
profits rather than a criterion. 

Doubtless market enthusiasm and 
excessive optimism may push prices 
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UNITED STATES 
MASTER TAX GUIDE 


FOR 1937 $1.00 


Based on the Revenue Act of 1936, and the 
rules and regulations effective during the 
coming year, this booklet covers every type 
of tax levied by the Federal Government. 


Following a Tax Calendar, which enables the 
reader to find quickly any given rate and the 
dates on which the different taxes are due, 
the text goes on to enumerate the regulations 
covering incomes, corporations, holding com- 
panies, estates and trusts, installment sales, 


stock bonuses, sale of stocks and securities, 


reorganizations, dividends, pensions and 
compensations, etc. Of particular interest 
will be the paragraphs on Tax Avoidance 
versus Tax Evasion and chapters on pro- 
cedure, assessment and limitations. 


The complexities of the Federal Tax pro- 
gram make this handbook a virtual necessity 
in filing either an individual or a corporate 
return. 
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HOW TO WIN FRIENDS 
AND INFLUENCE PEOPLE 
Dale Carnegie $2.00 


The author, founder of the Dale Carnegie 
Institute of Effective Speaking and Human 
Relations, has trained more than 15,000 busi- 
ness and professional men, including some 
of the most famous in the nation. From his 
unique experience comes this fascinating 
handbook on the problem of getting along 
with people. 











You will find every line of HOW TO WIN 
FRIENDS AND INFLUENCE PEOPLE 
packed with practical down-to-earth psychol- 
ogy. You will be told, in Dale Carnegie’s 
staccato-like style, six ways to make people 
like you—twelve ways to win people to your 
way of thinking. You will be given ex- 
amples of letters that produced miraculous 
results—not to mention seven rules for mak- 
ing your home life happier. This is a book 
that you owe yourself to read, and once read, 
one that you will want to own for ready 
reference. 





JOHN L. LEWIS, 
LEADER OF LABOR 
Cecil Carnes $2.50 


There is every indication that the story of 
John L. Lewis, President of the Committee 
for Industrial Organization, is one of the 
year’s outstanding biographies—partly be- 
cause John L. Lewis is front page news, and 
partly because he is John L. Lewis. 


The life of Lewis is rich material for biogra- 
phy. A fighting labor leader, he has never 
been cowed in combat—win, lose or draw. 
Blessed with physical strength, an orator’s 
voice, a brilliant mind, and the courage and 
willingness to trade blows with anyone any- 
where, Lewis will appear to the readers of 
this book as either an unscrupulous villain 
or a great hero,—a great leader or another 
racketeer. His biography is a vital back- 
ground for the information of friend and foe 
alike, for the author has allowed the reader 
to form his own opinion of this fighting 
Sampson. 











FILL IN AND MAIL THIS COUPON WITHOUT DELAY! 








BOOK SERVICE DEPARTMENT 
The Magazine of Wall Street 
90 Broad Street, New York City 


checked: 
AND INFLUENCE PEOPLE. 





Enclosed is a remittance of $............. 
( ) U. S. MASTER TAX GUIDE FOR 1937. 
( ) JOHN L. LEWIS, LEADER OF LABOR. 


Jan. 30 


Please send me the following books I have 
( ) HOW TO WIN FRIENDS 











for some issues up to a point where 
even potential earnings -are being 
too liberally discounted, or potential 
earnings may prove disappointing 
and such shares will decline in value. 
The investor must rely upon his 
judgment to avoid this experience 
but, in the present setting, the pos- 
sibility of error may be mitigated by 
concentrating funds in the shares of 
representative companies in the 
most promising industrial groups. 

The major element which supplies 
the heavy industries with their dy- 
namic quality at this time is the 
huge replacement needs for all types 
of durable goods—homes, apart- 
ments, factories, machinery, railway 
equipment, electric power generat- 
ing and transmission facilities, etc. 
Obsolescence, growth of population, 
and caution bred during the depres- 
sion have all combined to create a 
deficiency in necessary durable 
goods. Superimposed on domestic 
requirements is the possibility that 
export demand may be greatly 
stimulated by preparations for war. 
Whether or not this huge potential 
demand actually materializes in full, 
it promises to exert an important 
influence in the industrial trend dur- 
ing the next twelve months at least, 
and the investor may well be guided 
accordingly. 

The choice of the common stock 
investor at this time lies broadly 


between two main groups of indus- 
tries and companies: first, those 
which will continue to report good 
earnings in line with general re- 
covery but with upward trend more 
likely to round out with the result 
that per share gains will be less 
marked, and, second, industries and 
companies which have yet to experi- 
ence the full momentum of recovery 
but which may be credited with 
dynamic prospects from this point 
on. Obviously, those in the latter 
group promise the largest returns 
both in dividends and price appre- 
ciation and _ representative issues 
should comprise a majority of the 
investor’s holdings. Holdings in the 
more conventional group should be 
scaled down but there is no reason 
why they should be eliminated en- 
tirely. Selected issues among the 
railroads, utilities, chemicals, and 
retail trade should prove worthy in- 
vestments, while tobacco and food 
shares offer a fairly generous yield 
to investors requiring some imme- 
diate return. 





As I See It! 
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We call upon the President of the 
United States to give us the same 








New York Curb — 
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Quotations as of Recent Date 


1937-36 
Price Range 


Recent 


Neme and Dividend i Low Price 


Alum. Co. of Amer. 

Ame. Cyanamid B (+.60) 
Amer. Gas & Elec. (1.40) 
Amer, Lt. & Tr. (71.20) 
Amer. Superpower........... 


(tf. a” 
Commonwealth Edison in 7”. 
— ft 


. (3. 
Creole Petroleum (7.50) 
we Picher Lead Ge 60) 
Elec. Bond & Shar 
Elec. Bond A Share Ptd. (6)... 
Ex-Cell-O A. & T. (7.60) 
Ford —. * ot “AN an 
Genera 
— Alder Coal (71) 
Gulf Oil = ~ 


Hudson 
Humbie oll the 62% 


1937-36 
Price Range 
Name and Dividend i Low 
Imperial Oil cr. 50) 193%, 
fron Fireman (+ 1) 22% 
Jones & Laughlin 105 30 
Lake Shore Mines (74) 51 
Molybdenum 13% 6% 
Mueller Brass (71) 
National Bell Hess 
National Sugar Ref. (2) 
Newmont Mining (13.75) 
Niagara Hudson Pwr. (1.40)... 
Niles-Bement-Pond (11) 
New Jersey Zin: (+2) 
Pan-Amer. Airways (11) 
Pantepec O} 
Pennroad v t. yr Sees otisks cee 
ang Mfg. ( 
Pitts Pl. Glass é os). 
Sherwin-Williams (4) 
aod fo Penn Oil (11.50) 
nite 

United ry & Pw. “A”. 


115, 
United Lick Pwcev. PECL “A® 75% 
* Paid this year. 


t+ Annual rate—not including extras. 
t Paid last year. 








fatherly consideration he accords 
other “forgotten men.” After 
we are not step-children for it is w 
who pay the bulk of the taxes tha 
make possible the spending of vasgj 
sums for the needy, and we believe 
we are entitled to equal considera. 
tion. 
We, therefore, suggest that every 
subscriber of this Magazine send g 
copy of this editorial to the Preal 
dent, and ask what protection we 
are going to receive against wild# 
eyed, irresponsible crackpots, schem=s 
ing to produce chaos, and out of th 
resulting poverty and misery climb) 
to dictatorship over the prostrate 
forms of the whole people. 





Politics Still Uppermost in 
Utility Prospect 
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tionably is a deterrent to such ex 
pansion, but in the present setting 
it is doubtful whether or not it can 
be considered any more than mildig 
retarding. : 

In addition to the larger revenues” 
which will be the result of larger! 
output, the public utilities can look? 
forward to this year being one of 
record refundings. Many important 
refundings were effected last year 
with substantial savings in interest. 
but many more remain to be car] 
ried out. Although here, too, politics: 
arraigns itself on the adverse side,} 
the improved earnings of the utili-7 
ties though relatively small, coupled” 
with the huge sums of money des 
perately seeking investment, hold’ 
out the prospect that additional 
large savings will be effected by re) 
fundings. 

In view of the opposing forces te 
which the public utilities are being” 
subjected, the wisest course for the? 
investor would seem to be one of” 
cautious moderation. No objection” 
can be raised so long as commit 
ments are held to a minor role iD7 
the individual’s portfolio, for if only 
the political pressure were relieved” 
the utilities would undoubtedly soar, 
under the full impetus of the favor- 
able economic influences. Unfortur) 
nately, however, the political out} 
look being at the best uncertain,) 
heavy representation in the publi¢ 
utilities stocks has its obvious dis? 
advantages. 
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